

5TT5T T|T 5n??rr SHTT^FT 3m^ ^ 

Lai Bahadur Shastric Aademy % 

of Administration 

MUSSOORiE 
LIBRARY 

ar^tTf^cT 


« 

$f 

a 
« 

.as 

Book No .\y//. 20fia..€a!. ^ 


Accession No. 
Class No . 


. 3 . 5 . 4 *. 








PBINCIPLES OF 
PUBLIC ADMINISTRATION 



PRINCIPLES OF 
PUBLIC ADMINISTRATION 


WITH SPECIAL REFERENCE TO THE NATIONAL 
AND STATE GOVERNMENTS OP THE 
UNITED STATES 


BY 

W. P. WILLOUGHBY 

Dibbctob, Institute fob Government Reseakcu 


Price Rs. 20/- 


CENTRAL BOOK DEPOT 

ALLAHABAD 



COPYRIGHT 


Fibst Edition August 1951 
Second Edition Febbuary 1952 


Published by Central Book Depot, Allahabad 
Printed at Vanguard Press, Allahabad* 



PREFACE 


At the time our political systems were taking shape attention 
was largely concentrated upon what may be lermed the purely 
political problems ol securing a lorm ol govcininent under which 
the popular will regarding the conduct of public affairs should tind 
adequate expression; of reducing to a minimum the danger of the 
assumption by any ollicei or branch ol the government of undue 
powers; and of the protection of the individual in the possession 
and exercise of what were believed to be his natural and inherent 
liberties and rights. From the aclivital standpoint, the idea domi¬ 
nant was that sphere of governments action should be kept as 
limited as pos?iblc. Thai our government would ever assume the 
responsibilities now exercised by them was not conceived. 

From these political ideals it resulted that, in the formulation 
of our political systems, little attention was paid to the problem of 
the organization and the conduct of the administrative, as 
distinguished iroui the executive branch of government. I his is 
strikingly illustrated by the fact that only the most incidental 
reference was made in the federal conslilution to be needed for 
the establishment of administrative departments to have in charge 
the actual conduct of public affairs. This lack of concern in the 
purely administrative aspect of government, moreover, continued 
almost until the present generation. Not until after the Civil 
War did either the national or slate governments enter upon 
that expansion in their administrative activities which is such a 
prominent feature ol theur recent development. 

It is hardly necessary to comment upon the significance of this 
change as it affects the whole problem of securing an efficient con¬ 
duct of public affairs. As the author has elsewhere written in an 
introduction to the volume published by the Institute for Govern¬ 
ment Research on “Organized Efforts for the Improvement of 
Methods of Administration,” “the performance of the so-called 
essential functions of government now constitute but a relatively 
small part of its total activities. No longer is there an a priori 
assumption that a widening of the sphere of public action is an evil. 
The province of government is now held to embrace all forms of 
activities which contribute in any way to the promotion of the 
public welfare. There is hardly a field of activity into which our 
governments have not entered. Iheir operations are now on a vast 
scale and require for their performance organization and technical 
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processes exceeding in size and complexity those of any private 
undertaking. Gone also is the early simple faith that there were in¬ 
trinsic merits in domocratic government which could be depended 
upon by their own inherent force, as it were, to provide a satis¬ 
factory, formulation and exertion of the public will. Upon the 
contrary, it is now recognized that, if anything a popularly control¬ 
led government is one which is peculiarly prone to financial ex¬ 
travagances and administrative inefficiency. It is now seen that our 
original conceptions regarding the separation of powers must be 
radically revised: that the rigid application of this principle is no 
longer needed as a protection against a possible autocratic and 
oppressive exercise of power; that within the administrative branch 
responsibility and power must be more strongly centralized and a 
more integrated system of administrative services be built up. And, 
finally, it has been recognized that many of the administrative 
tasks which the present-day government has to perform are highly 
technical in character, technical as regards the information that 
must be at hand, and technical as regards the methods of opera¬ 
tion that must be employed, and that there arc no inherent reasons 
why officers of government cannot be held to the same standards of 
efficiency and honesty which are exacted in the business w'orld.” 

The foregoing has been written to emphasize the fact that due 
to the changes indicated, the whole problem of government has 
largely shifted from that of the organization and operation of the 
electoral and legislative branches of government through which 
the popular will is formulated and expressed to that of the organi¬ 
zation and operation of the administrative branch through which 
this will as thus determined is actually put into execution. This is 
not saying that conditions as regards the first two branches named 
are now thoroughly satisfactory or that they do not still present 
problems urgently demanding solution. But it can hardly be ques¬ 
tioned that, as regards our national government at least, the great 
political problem now confronting us is that of securing economy 
and efficiency in the actual administration of governmental affairs. 
This problem, as will be pointed out in the body of the present 
work, has to do with the work of Congress as the board of directors 
of the government corporation as well as with the organization 
and procedure of the executive departments and other admi¬ 
nistrative services. It also requires an especially careful consi¬ 
deration of the duties of the President as head of the administra¬ 
tion. In a way, therefore, it involves a study of almost the whole 
problem of government viewed from the special standpoint of tht 
government as an operating concern. 

Ihe present volume has for its purpose to make such a study as 
has here been outlined, with special reference to the problem 
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of administration as it confronts the national government and se¬ 
condarily the slate governments. Of the need for such a work, 
there can be no question. It is a remarkable fact that, great as is 
the importance of administration in the field of the governmental 
affairs, little attempt has been made to study its problems as prob¬ 
lems. To-day the man suddenly called to take charge of an im¬ 
portant administrative post in a government has to assume office 
without being able to turn to any treatise which will assist him in 
the proper meeting of his responsibilities. In like manner the 
student of political science, while he has at his disposal a large 
number of excellent works dealing with general political 
and constitutional principles and the structure of governments, is 
quite at a loss when he wishes to concern himself with the practical 
problem of the organization and operation of the agencies through 
which a government seeks to put into execution policies deter¬ 
mined upon. 

In seeking to make a begining at least in meeting this lack, 
every effort has been made to give to this work the character of a 
systematic treatise. Objection may be raised to the designation of 
administration as a science. Whether this objection is valid or not, 
the position is here taken that, in administration, there are certain 
fundamental principles of general application analogous to those 
characterizing any science which must be observed if the end of 
administration, efficiency in operation, is to be secured, and that 
these principles are to determined and their significance made 
known only by the rigid application of the scientific method to 
their investigation. If the present work has any value it accor¬ 
dingly lies in the attempt to handle the subject to which it relates 
from this standpoint. Primarily it is a work of analysis. If it does 
nothing else it represents a painstaking effort to resolve the exceed¬ 
ingly comprehensive and complex problem of public administra¬ 
tion into its constituent elements, and thus to lay the basis for 
more special and detailed studies in the future. In seeking to do 
this, it is in large degree breaking new ground. It is hardly to be 
expected, therefore, that either the analysis itself or the conclu¬ 
sions reached in respect to fundamental principles to be followed 
in the conduct of administrative affairs, will receive universal ap¬ 
proval. The^t should, however, raise in concrete form questions 
that must be answered if the ends of the government are to be 
attained with reasonable satisfaction. 

Before turning this work over to the reader, two further points 
should be mentioned. The first is that, though, heretofore, there 
has been no general work aiming to cover the whole field of the 
principles of public administration, lherjc,are now available certain 
works dealing wdth particular branches of public administration 
and a large volume of literature concerning itself wilh the problem 
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of the administrative organization and procedure of particular 
governments. Reference is made to volumes published by the In¬ 
stitute for Government Research in its series. Principles of Ad¬ 
ministration, to the publications of the numerous Bureaus of 
Municipal Research and analogous bodies which have been estab¬ 
lished for the purpose of studying the problem of administration 
of particular governments and to the reports of the special com¬ 
mittees and commissions created by the nalii-nai and state govern¬ 
ments dealing with the general or specific phases of the problem 
of improving existing administrative conditions. Ihese works con¬ 
stitute what may be termed the original or source material for the 
study of problems of public administration in the United States. 
It need hardly be said that large use has been made of this mate¬ 
rial in the preparation of the present work. Especially has the 
author not hesitated to draw largely upon his previous publications 
dealing with specific phases of administration, and in so doing has 
not always thought it necessary to indicaie such action by specific 
reference or the use of quotation marks. He has also made liberal 
use of other volumes in the series. Studies in Administration, pub¬ 
lished by the Institute for Government Research. 11c has felt 
justified in doing so, since to a considerable extent the character 
of the volumes was planned by him and in all cases the manus¬ 
cripts underwent a more or Jess thoiough editorial revision by him. 

The second is that this work has been prepared for the use of 
the student of political science and officials having to do with 
matters of general legislation and adininislralion rather than the 
technician. Due to its comprehensive character it has been impos¬ 
sible to enter into the details of the methods of handling such ad¬ 
ministrative problems a.s accounting, purchasing, etc. lo have 
done so, moreover, would have defeated the prime purpose of the 
work, namely, to present a general analysis and picture of admi¬ 
nistration as a branch of political science. As regards these tech¬ 
nical problems the present work can, therefore, lay claim to being 
little more than an introduction to the subject, 

W. I. WILLOUGHBY. 
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PRINCIPLES OF PUBLIC 
ADMINISTRATION 


CHAPTER I 

THE PROBLEM OF PUBLIC ADMINISTRATION 

Definition of Administration. The term “adminislralion’* 
may be employed in political science in two senses. In its broadest 
sense, it denotes the work involved in the actual conduct of 
governmental affairs, regardless of the particular branch of 
government concerned. It is thus quite proper to speak of the 
administration of legislative branch of government, the adminis¬ 
tration of justice or judicial affairs, or the administration of the 
executive power, as well as the administration of the affairs of the 
administrative branch of government, or the conduct of the affairs 
of the government generally. In its narrowest sense, it denotes the 
operations of the administrative branch only. It is in its latter, 
restricted sense that the term is employed in the present volume. 
Distinction between the Problem of Public and Private 
Administration. In entering upon this study certain general 
phases of the problem should first receive consideration. Among 
the more important of these is that of the determination of the 
extent, if any, to which the problem of conducting the administra¬ 
tive affairs of a government differs from that of the management 
of affairs of a private undertaking. The impression is widespread 
that it is inherently impossible to secure the same efficiency and 
economy in the administration of public affairs that can be 
secured in the conduct of private undertakings. It is important 
that this impression should be subjected to examination for the 
purpose of determining whether it is well founded, and if so, to 
what extent. 

The basic arguments brought forward in support of tfie con¬ 
tention that equal efficiency and economy cannot be secured in 
the conduct of governmental enterprises as in those conducted 
under private auspices are two: (1) That those exercising 
primary responsibility for the conduct of public affairs are selected 
with reference to political considerations rather than their techni¬ 
cal competence for the performance of the duties entrusted to 
them, and (2) that there is lacking that incentive to efficiency 
and economy which the element of profit gives to private enter¬ 
prises conductod for gain. 
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No one can deny the force of both of these contentions. Exami¬ 
nation, however, will, it is believed, show that their influence can 
be, and usually is, much overestimated. It is inherent in the system 
of popular government, that the legislative representatives of the 
people, that is. those who perform the important function of acting 
as the board of directors of the government as an operating orga¬ 
nization, will be selected with reference to political considerations 
rather than their technical competence to direct a great business 
enterprise. From the policy-determining and order-giving stand¬ 
point, the direction of governmental affairs is, and probably 
always will be, in the hands of a non-professional class. The fact 
that those exercising this authority have not been technically 
trained for their work does not, however, necessarily mean that 
they will perform their duties in an inefficient manner. The prime 
function of the legislator is to represent and translate into action 
the wishes of the people ;that is, to determine policies and give the 
necessary orders for putting these policies into effect. This they 
can better do than can a permanent professional bureaucracy. 
While not themselves possessing technical competence as regards 
the framing of the measures through which their determinations 
are put into effect they, can, and to a large extent do, avail them¬ 
selves of the technical assistance of those who do have special 
professional training and experience. Most legislative measures 
directly affecting administrative activities, either originate in the 
administrative branch where they are put into force by those hav¬ 
ing expert know'ledge and technical competence or are elaborated 
in conference with such officials. The legislators themselves, more¬ 
over, while not at the outset possessing special competence, 
become, as the result of experience, steadily more qualified for 
their work, and it is well known that real control in a legislative 
body usually rests in the hands of the older and more experienced 
members. In the actual drafting of measures use can be, and to 
an increasing extent is, made of technicians know-n as legislative 
counsel, biU-drafting officers and the like. The situation, in a 
word, is not unlike the relationship that exists between the indivi¬ 
dual who desires to build a house and his architect. The former 
determines what he wants but avails himself of the technical aid 
and advice of the technician in realizing his desires. 

It is not merely the board of directors of a government, how¬ 
ever, that is selected with a view to political as distinguished from 
administrative considerations. The same is true, with rare excep¬ 
tions, of the chief executive and the heads of the great administra¬ 
tive departments. Here, too, the same distinction between genera] 
and technical direction of affairs can be. and to a large extent is, 
recognized. While responsibility and ultin^ate authority resides in 
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the chief executive and the departmental heads, the actual direction 
of affairs ts for the most part in the hands of a permanent, tech¬ 
nically competent personnel. The British system, which provides 
for a Permanent Under Secretary at the head of each of the great 
administrative departments, furnishes the most striking illustration 
of )his practice. In the same way, as will be fully shown in the 
pages that follow, the system has steadily developed providing 
the chief executive with a special technical agency, in the form of a 
bureau of general administration or a bureau of the budget,through 
which he can perform his duties as head of the administration in an 
efficient manner. The recent development in the United States of 
the General Manager type of municipal government is another illus¬ 
tration of the adoption of means of securing technical competence 
under a system of leadership vested in a politically selected officer. 

It is not contended for a moment that legislatures and executives 
have invariably shown wisdom in seeking and availing themselves 
of the advice and assistance of technicians in the performance of 
their duties. All that it is sought to bring out is the fact that, while 
those exercising chief authority in respect to administrative matters 
are selected with reference primarily to political considerations, this 
does not in itself present any inherent obstacle to securing an 
efficiency in the conduct of governmental affairs comparable to that 
found in the ordinary private corporation whose activities are on a 
scale and of a complexity comparable to those of a government.^ 

Turning now to the second reason urged whereby competence 
in public administration equal to that found in private administra¬ 
tion cannot be secured, it will likewise be found upon examination 
that this factor has much less weight than is usually ascribed to it. 

In examining the validity of this argument an important col¬ 
lateral point must first receive consideration. This is distinction 
between the problem of administration as it presents itself in the 
case of an enterprise having a corporate form of organization and 
one not having such a form. Inllie ordinary private industrial or 
commercial business of a non-coiporale form, the persons owning 
the property are in direct charge of its operation and directly and 
immediately interested in its returns. In corporate undertakings, or 
at least in corporate undertakings of a magnitude at all compara- 

I For au exceptionally able consideratioji of this subject sec Joseph 
Barthelmy, Le Frohlem de la Competence dans la Vcmocratief Paris, 1918. 
In this work the author points out the positive advantage of the govern¬ 
mental system of having the double representation, as it were, of a 
political and an administrative head. The former, with the constant 
changes taking place, brings to the department a new viewpoint and 
tends to prevent the service from becoming a crystallized bureaucracy 
inimical to change and unresponsive to altered conditions and new 
developments in administrative procedure. 
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ble to modern governments, this is not so. The managers of the 
large corporation have a status and interest in the results not 
dissimilar from those of officers of the government. Their princi¬ 
pal return is in the form of a fixed compensation for their services. 
They do not have the independent powers of the private manufac¬ 
turer or merchant, but are subject to the general direction, super¬ 
vision, and control of a superior authority, in the form of a board 
of directors and a body of stockholders, in much the same way as 
administrative officers of a government are subject to the superior 
authority of a legislature and an electorate. Finally, the great mass 
of employees, those who have to do the actual work, including all 
the directing personnel except a relatively few officers, for the 
most part have no more direct interest in the enterprise or in the 
profits earned than do the employees of a government. 

The comparison of the problem of administration ol a govern¬ 
ment service should thus be made, not with private Industry gen¬ 
erally,and certainly not with private enterprises conducted by indi¬ 
vidual owners, but with private enterprises conducted under a 
corporate form of organization. This is not the place to enter into 
any consideration of the relative advantages and disadvantages of 
the individual and corporate form of organization. It is sufficient 
to say that practically all enterprises of any considerable magnitude 
are carried on under the latter form. It is with that form of 
private organization, therefore, that government services should be 
compared. 

If now the comparison is made on this more restricted basis, 
it is apparent that the special advantages supposed to inhere in 
private over governmental enterprises is much less marked, it is 
true that governmental services are not conducted with a view to 
making profits in the ordinary sense of the term. Those productive 
of revenue are run, however, with the aim of producing such 
revenue at the minimum of cost consistent with the maintenance 
of proper standards and the rendering of proper services to the 
public served. If proper operating and cost accounts arc kept, 
there are available the same data by which to judge efficiency as 
are furnished by profits in the case of private corpoiations. In a 
very real sense the element of profits is as much present in the 
case of such government services as in private enterprises. Ihe 
only difference is in respect to the disposition of this surplus of 
earnings over expenses. In one case they are distributed to stock¬ 
holders. In the other they are paid into the general treasury as a 
relief to the financial burden to be met by general taxation, or are 
tran.slated into improved working conditions of employees of its 
service, improved services to the public, or reinvested in the enter- 
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prise. It is nevertheless, probable that for many years to come a 
bare comparison of the costs of conducting work under govern¬ 
mental and private enterprises will show a greater cost for the 
former. This in itself, however, is not decisive as to the merits 
of the two systems. In large part this increased cost may be, and 
often is, due to the superior service rendered or the belter work¬ 
ing conditions of employees, both of which are as desirable ends, 
as the distribution of cash dividends to stockholders. 

Even granting that the element of cash profits represents an 
incentive that is absent in government enterprises it is an open 
question whether it is not more than counterbalanced by the senti¬ 
ment of public service, the desire to make a success of one’s ad¬ 
ministration and win the public approval that comes from doing 
so. Almost all of the active life of the author has been spent in the 
public service of the United States Government, or in work that 
has brought him into intimate touch with those in charge of the 
administrative work of that government. His experience is that 
this feeling is widespread and general, though, of course, excep¬ 
tions have existed. Such exceptions, however, are to be found in 
private undertakings. It is doubtful whether a more conscientious 
and earnest effort to achieve the maximum of efficiency in the dis¬ 
charge of duties can be found anywhere than has been shown by 
the officials, high and low, of those concerned with the administra¬ 
tion of affairs in the Philippines and Porto Rico. The same is true 
of such services, of the national government as the Forest Service, 
the Reclamation Service, the Panama Canal, the Bureau of Stand¬ 
ards, etc. The fact that they were engaged in a public service has 
given to the personnel an esprit de corps and desire lo excel that 
is often lacking in private enterprises and is nearly, if not quite, 
as strong an incentive lo efficiency as the production of profiLc. 

It must be remembered, moreover, that all private corporations 
are by no means run efficiently and economically. Investigations 
that have been made in past years of the manner in which private 
corporations have managed their affairs have shown an astounding 
amount, not merely of misconduct, but of indefensible extrava¬ 
gance, waste, and inefficiency. The control that stockholders have 
been able to exert has been no greater, if as great, as that which 
the citizen stockholders of the public corporation have been able 
to exercise over the conduct of governmental operations, and in the 
absence of such control most, if not all, of the abuses, unfortunately 
too often present in governmental work, have arisen and flourished. 

I he writer is far from taking the position that governmental 
affairs as a whole have been, or are being, as efficiently and eco¬ 
nomically run as those of private enterprises. All that he is seek- 



6 PRINCIPLES OF PUBLIC ADMINISTRATION 

ing to bring out is that the superior advantages of private under¬ 
takings, from th^e standpoint of efficient administration, are much 
less than are commonly supposed, and that there is no inherent 
reason why the administration of public affairs cannot be made 
closely to approximate, if not to equal in efficiency, that of private 
undertakings. The attainment of this end is difficult chiefly on 
account of the magnitude and complexity of the problems pre¬ 
sented. This only means that a corresponding effort should be 
made to arrive at their solution. 

The Political System as a Factor in the Problem of Effi¬ 
cient Administration. Another general factor affecting vitally 
the problem of the efficient conduct of the affairs of the ad¬ 
ministrative branch of government is that of the character of 
the political system of which the administrative branch is a part. 
In another work'^ the author has sought to point out the rela¬ 
tive advantages and disadvantages, from the standpoint of efficient 
administration, of the different alternative lines of action that 
may be taken with respect to such matters as: the adoption of 
the autocratic or popular, the unitary or federal, and the res¬ 
ponsible or presidential type of government; the distribution of 
powers territorially and functionally; the union or separation 
of powers; the vesting of final administrative authority in the 
legislative or executive branch of government etc. The decision 
reached in respect to these and many other problems of political 
organization vitally effect the problem of the efficient conduct 
of affairs of the administrative branch. These questions thus 
constitute an integral part of the general problem of efficient 
administration. They cannot be considered here, however, since 
to do so would involve an examination of almost the whole 
problem of government. Attention consequently will be devoted 
only to the specific or internal problems presented by the admi¬ 
nistrative branch, these problems being considc red primarily from 
the standpoint of our own political system. 

Analysis of the Problem of Public Administration. 
In undertaking a study of any complicated problem the first step 
to be taken is that of subjecting the problem to analysis to the 
end that the several factors enteiing into it may be clearly de¬ 
termined. Doing this, it will be found that the problem of making 
provision for, and of performing the work falling upon the 
administrative branch of government, may be resolved into the 
following five clearly distinguishable, though intimately related, 
factors: 

1. Problems of general administration 

2. Problems of organization 

Introduction to the Study oC the Government of Modern States^ 
The Century Company, New, York 1919. 
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3. Problems of personnel 

4. Problems of material or supply 

5. Problems of finance 

Persons responsible for the determination of the manner in 
which the work of the administrative branch of the government 
shall be performed have, in other words, to do the following five 
things; They must, in the first place, reach certain fundamenUil 
decisions in respect to the location and exercise of the general 
function of direction, supervision, and control. This part of the 
problem of administration is technically known as that of general 
administration, or sometimes as overhead administration. They 
must,next, determine the structural character or organization of 
the service or services by means of which the actual work of 
administration is to be performed. This is a problem which is 
comparatively simple where but one category of work is to be 
performed and where, consequently, but one service is required 
for its performance, as in the case of most private industrial and 
commercial enterprises, but is correspondingly complicated and 
difficult where, as in the case of a government, a great variety of 
work has to be performed and a large number of services must be 
maintained for its p^formance. Thirdly, they must make pro¬ 
vision for the manning of this organization with a personnel and 
must determine the conditions under which such personnel will 
give their services. Fourthly, there is presented to them the pro¬ 
blem of securing the physical property in the form of f>lant, 
equipment, and supplies to be made use of by the personnel in 
discharging their duties. Finally, a decision must be reached 
regarding the manner in which all matters of finance, such as 
determining and making provision for the financial needs of the 
services, the custody and disbursement of funds, the keeping of 
accounts and the lendition of reports, etc., shall be cared for. 

As will be seen, each of these primary divisions of our pro¬ 
blem is susceptible of subdivision into a large number of more 
specific problems. This further analysis, however,' can best be 
undertaken as each of the primary divisions is taken up in turn 
for consideration. 



CHAPTER II 

THE LEGISLATURE AS A BOARD OF DIRECTORS 

Of the several branches into which, for purposes of considera¬ 
tion, we have divided the problem of administration, that having 
to do with general ad ministrat ion is, at once, the most important 
and the onetlTaTlogically should receive first attention. Properly 
to understand the character of this problem as a special problem, 
certain important distinctions in respect to the different kinds of 
wqrk involved in or ganiz ing and condqtting an enterprise must be 
clearly apt ^eci aled. 

Distinction between the Function of Direction, Supervi¬ 
sion, and Control and that of Execution. The first of these 
is that between the function of direction, supervision, and cojQtrol, 
on the one hand and execution on tlie other. The former, as the 
phrase used in describing it indicates, consist of: reaching deci¬ 
sions regarding the charc^,cler of work to be undertaken" and the 
means to be employed in performing such wykj^^Tven the neces- 
sary.directions for its performancer and subsequently exercising 
such supervision and control over the persons to \vboni the work 
is entrusted as* will ensure that it is being properly and efficiently 
done^ The latter—execution—consists simply in carrying out, or 
putting into execution, the orders so given.^ 

In small undertaking ,and especially in those managed directly 
by the owner, this distinction is one which is obscured and may 
not be of significance. In these cases it is quite possible for the same 
person to exercise both functions, and the fact that the second 
must be performed in subordination to the fust is lost from sight. 
In all large undertakings, however, and especially in those, such 
as modern governments, comprehending the prosecution of varied 
lines of activiITes and requiring; a correspondingly ela borat e ^ga- 
ilization, the distinction is one of prime importance. In respect to 
thes?riot only are the two functions to be clearly distinguished, 
but, for the most part, their performance must be vested in sepa¬ 
rate hands. 

The problem of general administration, it need hardly be said, 
has to do with the efficient t pf grcise of the first oLtbese functions. 
It consists of determining where responsibility for me exercise of 
this function shall be* vested and the means that shall be employed 
by the agency or agencies to which it is entrusted. iGiving consider¬ 
ation to the first point, it becomes necessary to make yet a furtheV 

8 
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distinction: that, namely, between the possession of that function, 
in the sense of having primary legal authority and responsibility 
in respect to its perfor ma.nce, an'T*its'”exej^ise, in the sense of 
doing tlTe actual work, necessary for its proper discl u^r^ e.J This 
distinction is essential, since, as will shortly appear, these two 
kinds of responsibilities are, "in actual jjractice, more orTess 
clearly distinguished and, to a considerable extent, vested in the 
hands of different o uzan s. These two organs are: the board of 
directors and the gener al m anager in thiL._case of private under¬ 
takings having a corporate form of organization ; and the legis¬ 
lative branch and the chief executive or the chief executive and 
administrative officers, in the case of governments^^ It thus results 
that af the very outset of an inquiry regarding the provision that 
should be made for the proper discharge of the function of 
general administration, the exceedingly important question must 
be met and answered of the principles that should govern in 
determining the respective lesponsibilities and duties of ihese two 
organs, and the relations that they should have to *each other and 
to the subordinate services entrusted with ihe actual performance 
of the work to be done,J The importance of this question is such 
as to justify our consideration of it at some l^gth, since the 
manner in which it is answered deter mine s in no small degree the 
efficiency and smoothness with which the whole administrative 
machinery will operate in practice. 

The Legislative Branch the Source of all Adinmistrative 
Authority.—Due largely lo the unfortunate use of the words 
^‘executive” and ^‘adminiflralive’^ as almost inlerchangeable 
terms, the chief executives of our governments are very generally 
regarded by the puBTic as being the custodians of ad nfiin istrative 
authority. In this the public is wholly in error. In most, if not 
all political systems, and especially in those of our own country, a 
clear distinction is made between exe cuti ve power and administra- 
tivejower. The executive power, or rather function is that of 
representing the government as a wh ole and of seeing that all of 
ics laws are properly comjgiie3’~with by its se veral parts. The 
administrative function is that of actually administering the l^w as 
declared by the leg\^tive, and inlcrpr^J^d by the judicial, branch 
of the" government. This dis^linction is usually made by declaring 
the executi^€*lui^cJ[ion to be essentially political in character; that 
is, one 'involving the exercise judgment in its us^; and the 
administrative function to be one concerned with the putting into 
effect olicies and the carrying out, of orders as determined or 
givqn by other organs. 

In both our national and state governments, as the result of 
the principle of the separation of powers which finds expression 
in our politicaLgystem, only the executive function, in this strictly 

2 
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political and legal sense, is vested by constitutional provisions in 
the chief executive. The administrative function, that is, the func¬ 
tion of direcUon, supervision, and coj^trol of the administrative 
activities’^of the government, resides in the le gisla tiv e bran ch of 
the go vernm ent. U is*"that branch which possesses th^ final 
authority to determine how the administrative branch of govern¬ 
ment shall be organized, how duties shall be distributed among 
the several part.-, and what methods of procedure .diall be employ¬ 
ed by them. Upon it falls the legal obligation of taking such 
action a? is" necessary to ensur^e that the several administrative 
organs shall be properly directed, .sup^vised, and controlled to the 
end that efficient service shall be obtained from them, w— 

This fact that, in the case of our national government at least 
Congress is the source of all administrative authority is excellently 
brought out in a very able Senate report on a bill having for its 
perpose to authorize the heads of departments to appear personally 
and participate on the floor of the two houses in debates on bills 
in which they are interested.^ After enumerating the executive 
powers of the Presidenl, as granted to him by the constitution, the 
report continues: 

The departments and their principal officers are in no 
sense sharers oI! this power. They are the creatures ol* the 
laws of Congress ex<^-rcising only such powers and perform¬ 
ing only such diiiics as those laws prescril)e...,The Secre¬ 
taries were made heads of departments: they wore chai*gcd 
bylaw’ wdth certain duties, and invested by law’with certain 
powers to he used hy I hem in the administiat ion cemfided to 
thein by the Jaw^s. They w’ere in no sense ministers of the 
President, his hand, his arm, his irresponsible agent, in the 
execution of his wdli. There w’as no relation analogous to 
that of master and servant, or principal and agent. The 
President cannot give them dispensation in the performance 
of duty or relieve them of the penalty of non-perform¬ 
ance. He cannot be imj)oached for their delinquency; he 
cannot be made to answer before any tribunal for their 
inefficiency or malversation in office; public opinion does 
not hold him to stricter responsibility for their official con¬ 
duct than that of any officer. They are the creatures of law 
and bound to do the bidding of the law. 

The constitutional power of Congress to keep the reins of 
final administrative control in its own hands rather than in those 
of the President has been amply sustained by the courts. Thus, in 


I 46 Cong. 2 sess , S. rep-837, February 4,188X. 
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the early case of United Slates v, KendalU^ it was declared by a 
federal circuit court with reference to the Post Office: 

The legislature may i)rescribe the duties of the office 
at the time of its creation, or from time to time as cii'ciim- 
slauees may requin^ If these duties arc absolute and 
specific and not by law made subject to the control or discre¬ 
tion ol‘ any su])crior officer, they must be i)erformed, 
whethej* forbidden or not by any offi(jer. If there be no 
other officer who is by law specially authorized to direct how 
the dniies are to be performed, the officer whose duties 
arc llius prescribed by law is bound to ex(M*ute tAem accord^ 
ing to his own jndgnient. That judgment cannot lawfully 

be controlled by any other person. As the head of an 

executive Deparlmcnt (the Postnuif^ter-tTencral) is bound 
when required by the President, to give his opinion in writ¬ 
ing upon any subject relating to the duties of his office. 
The President, in the execution, is bound 1o see that the 
Postmaster-General discharges ‘‘faithl'lilly ’’ the duties 
assigned to him by law; but this docs not authorize the 
l^resident to direct him how he shall discliarge them. 

And in Kendall v. United Stales*^ the Supreme Court, in affirm¬ 
ing this decision of the circuit court, said: 

The executive power is vested in a President, and as 
far as his powers are derived from the Oonslitution, he is 
beyond the reach of any other deparlmcnt, except in 
the mode prescribed by the Constilution through the 
imjieaching power. But it by no means follows that every 
uffic'cr ill every braueli of that do])artment is Under the 
executive direction of the J^-esident. Such a principle, we 
appj'oliended, Js not, certainly cannot, be claimed l)y the 
Prcsidimt. There are certain political duties imposed upon 
many officers in the executive ihqjartments, tiio discliarge of 
which is under the direction of the President. But it would 
be an alarming doctrine that (Congress (*auiiot iinjiosc upon 
any executive officer any duty they may think propei*, which 
is not repugnant to any rigiits secured and protected by the 
Constitution, and in such cases, the duty and j’csiionsibility 
grow out of and arc subject to the control of the law and 
not to the direction of the President. And this is empliati- 
caliy the case where the duty enjoined is of a mere minis¬ 
terial character. 

The constitutional doctrine thus early declared as to the 
relation of the Congress to the administrative services which it 

2 5 Cranch, C. C. 163. 

8 12 Peters, 524. 
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establishes, and of those services to the President, has not since 
been disturbed and fixes to-day the legal status of the executive 
departments.^ 

The starting point in our consideration of the problem of gen¬ 
eral administration, as it confronts our major political bodies at 
least, is thus that primary responsibility for the exercise of this 
function rests upon the legislative hidnch of our governments. 
The first question to be solved is, therefore, that of determining the 
means that are, or should be, employed by these bodies in meeting 
this responsibility. If these means are well chosen the first great 
step toward securing an efficient administration of public affairs 
will have been taken. If an unwise choice is made all subsequent 
operations will be put under a handicap that it will be difficult, if 
not impossible, for them to overcome. 

Of these means, much the most important is that which centres 
around the question of the extent to which the legislatures, pos¬ 
sessing the responsibilities and powers, shall themselves attempt to 
exercise them directly or shall delegate them to subordinate bodies 
or officers as their agents, over whose acts they will exercise only 
a general directory or supervisory authority. 

Analysis of the Duties of the Legislature as a Board of 
Directors. In seeking to determine the principles that should 
govern in reaching a solution of this important problem, it is 
desirable to resolve the function of general administration as it 
conironts a legislature sitting as a board of directors into the fol¬ 
lowing elements; (1) Determination of activities to be under¬ 
taken; (2) determination of agencies and organization to be em¬ 
ployed in performing such activities; (3) determination of the 
personnel of such agencies; (4) determination of the rules of pro¬ 
cedure to be employed by such agencies; (5) determination of the 
amount of funds that shall be rendered available for the per¬ 
formance of such activities and the maintenance of such agencies; 
and (6) determination of the means that shall be provided for 
supervising and controlling these agencies to the end that assur¬ 
ance may be had that they are faithfully and efficiently carrying 
out all orders given to them. In respect to each of these a wide 
range of discretion is open to a legislative body as to how far it 
will push its determinations and the precise character that shall be 
given to them. 

Determination of Activities to be Engaged In. As regards 
the first there can be no doubt that the determination of what the 
government shall do, in the sense of fixing the broad lines of 

For a Consideration of Ihis question; jsce F. J. Goodnow, The 
Principles of the Administrative Law of the United States, p. 70. 
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aclivjlies that shall be engaged in. is a responsibility that rests 
upoiT*the legislature. This, however, is not saying that that body 
should seek to specify in detail ihg gpefiific acts^ that shall be 
performed in carrying out tjie activity. Thus, to illustrate, the 
legislature of a slate <]uile properly is t he b ody to say whether 
the government represented by it shall u nder take the construction 
of a system of state highways.. It is aiioTE er matter, howeverpfor 
it to say .precisely what roads stall be built, where these r oa ^ds 
sha!l.-fee--iT>cated, the order in which they .^all Be talcen up for 
construction, etc. In general, it may be said that it is inadvisable 
that a legislature should seek to push its direction this far. The 
desirable method is that employed by the government of Porto- 
Rico which the writer was serving as treasurer of the Island. At 
the outset of the effort to provide an improved system of highw'ays, 
it subjected the whole problem to careful study and worked out a 
comprehensive system of road construction, which was submitted 
to and received the approval of. the legislat ure. Thereafter, the 
legislature determined each year the amount of money which the 
stale of the finances of the government permitted it to vote for 
work on this general project. The application of this money to 
particular parts of the programme was, however, left to the admi- 
trative branch. 

In marked contrast with ihis is the system which W’as long em¬ 
ployed by the national government in authorizing and providing 
lor the improvement of rivers of harbours. Here the Congress, 
with rare exceptions, pursued the policy of specifying in detail 
the particular projects to be undertaken and the amount of money 
to be devoted to each. It failed to work out or adopt any com¬ 
prehensive scheme of river and harbour improvements; that is, one 
showing the work to be done and the relative importance or 
urgency of the several projects that would be embraced in it. 
The same policy was pursued in respect to making provision lor 
public buildings. Ihe result of this practice was condition of 
affairs that was generally recognized as a national scandal. The 
general welfare was subordinate to the suppo.sed welfare of the 
particular districts and the door was thrown open to the well- 
known evil of ‘‘porkbarreT’ legislation, put through by the equally 
vicious “long-rolling*’ device. 

The objections to having the legislature determine in detail the 
particular projects to be undertaken ^nd the order of their per¬ 
formance are^ part ly poli tical ancrPartl y admin istrative. The 
political objections are that the legislature is composed of mem¬ 
bers representing particular districts, who whatever may be their 
theoretical obligations are, in fact, intere^ed primarily in their 
particular districts. The administrative branch, and particularly the 
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chief exegyijtive* if he is givjsn his proper^tatus a sji g eneral man« 
represents, and is primarily interested in, the entire territory 
and jgove rnmcnt oT tSe state . From the adffifnistratTve standpoint 
the .system of too gr c^t l egislative itemization renders it impossible 
for the chief ex ecuti ve to malce the moTsl eTect iye utiliza tion of the 
engine ering ox^ anizatioiK pl ants and perspnn^cL and to™* meet exi¬ 
gencies that are o nly fu lly develope d during tfac,J3rogress of the 
work. * 

Fortunately, Congress in time recognized the evils of this 
system and took the unnecessary steps to correct them. Beginning 
with if) 14, the radical change was made of voting appropriations 
for fiver and harbour improvements as a lumpsum discretion being 
granted to the administrative authorities to allot the expenditure 
cf this money to the projects authorized in accordance with their 
best judgment. A similar change in procedure was made in 
respect to provision for public buildings in 192G. In the public 
buildings act of that year, which was the largest public buildings 
act ever enacted, the duty, with certain limitations of determining 
the character and location of public buildings to be erected under 
its provisions, was entrusted to the Secretary of the Treasury, 
acting in co operation with the Postmaster-General. Rfgl(ri|[|ig 
this act, Mr. Madden, the Chairman of the Committee on Appro¬ 
priations of the House said:‘" 

The bill fepreseuts a dislinct departure on of 

CoiigTOSs in puijlie biiildnigs. It is a svenernl (||||fl^!2ation 
bill instead oi‘n bill authorizing spoeiiie projects as Iierc- 
tofor(‘. has been iJio praetiee . . . Appnmrial ions Jiuve 
been made for a survey to be made joint ly |||P^.e Seeretary 
of th(^, Treastiry and the Po.stmaslei‘-(Jeneral t;d determine 
the needs of tlie various biealitics foj* ()ub]ie quarlcivs. 
Estimates will be prepared for submission to Uonj^rcss 
tliroug’h [he Bud^^'et lo]* such projects as merit consideration 
and the creefion of buiJding^s. The new act marks a reform 
in public building piocedure and the paramount considera¬ 
tions under it must be the needs of the service based upon 
llie Inisincss lo be transacted. 

The change on the part of Congress, in respect to its function 
of determining activities, undoubtedly represents a saving from 
the standpoint of efficiency in the application of funds amounting 
to millions of dollars. It furnishes a striking illustration of the 
importance of the subject under consideration; that, namely, of 
the adoption of a proper procedure by the legislative body in 


^^Cong^Hecord July 2, 
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performing its function of determining activities to be entered 
upon.® 

It is not desired to stress the foregoing considerations too 
strongly, since it is recognized that the legislature should have 
some voice in determining the particular projects to be under¬ 
taken and the order in which they should be taken up. It is 
only desired to point out that the primary function of the legis¬ 
lature should be that of determining the general program and the 
rapidity with which its execution should be prosecu:ed. Beyond 
this it should proceed conservatively, and its further specification 
should be directory rather than mandatory upon its general 
manager. 

If we turn from special activities, such as those represented by 
public works, the arguments are still stronger in favour of the legis¬ 
lature contenting itself with the determination in general terms 
of lines of activities to be engaged in and leaving to the general 
manager and his subordinates discretion in respect to the particular 
work to bf^ done in prosecuting^ these activities. In the national 
government there can hardly be any doubt but that the Congress 
makes its instructions in far too great detail. The result is to give 
a rigidity to administration that often militates against efficiency 
and makes it impossible for administrative officials to meet emer¬ 
gencies and do the things most urgently needed. 

in considering this .question, account must be taken of the sixth 
element into which we have resolved the problem of general ad¬ 
ministration as confronts the legislature; that, namely, of super¬ 
vision and control. This arise from the following fact. One of 
the main objects sought by legislatures in specifying in detail what 
shall be done, is that of exercising a control over the exp enditure 
of money. This control, as will be pointed out when we consider 
specially this element, can be exerted in two ways: by specification 
in advance, or by requiring full information regarding how a 
general grant of powers is exercised. In proportion as one means 
of control is foregone, the other should be strengthened. Any 
decision on the part of a legislature to give to ils general manager 
and his subordinates, large powers of discretion, should be ac¬ 
companied by rigid requirements in respect to their keeping and 
rendering full and detailed accounts and reports as to how these 
powers have been exercised. It is believed that if adequate pro¬ 
vision is made in this direction, legislatures will be willing to forego 
the exercise of their right to specify details in advance to a much 

<5For a fuller account of this change in procedure by Congress in 
providing for public works, see Chapter XV, '‘Appropriations for Public 
Works/’ in the volume by the present writer, "The National Budget 
System^ with Suggestions for Its Improvement ” (1927). Institute for 
Government Besearch. Studies in Adininistmtion. 
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greater extent than is now the case. In doing so they would more 
closely approximate the manner in which this problem is handled 
by private corporations. 

Determination of Ageneies and Organization. The ques¬ 
tion of ihe extent lo which the legislature should seek by direct 
legislation to prescribe the agencies and organization that shall 
exist for performing the activities decided upon, presents considera¬ 
tions similar to the ones we have just been discussing, but involving 
certain other features. Ihe question here at issue is the point at 
which it is advisable that the legislature shall stop in determining 
not only the distinct services that shall be created for the perform¬ 
ance of adiTiuiistralive duties, but also the internal organization of 
these services. II the national government is taken for illustrative 
purposes, it is possible todistinguish at least thefollowing gradation 
of organization units: departments, bureaus, divisions, and sections. 
If the service is one caliinj' for operations in the field, there must 
also be included the special class of organization units known as 
field stations.*^ Concretely, therefore, the problem is: Shall the 
legislature leave the whole matter of organization to the chief 
executive as general manager; shall it determine organization, in 
so far as the primary units of organization, the departments, inde¬ 
pendent boards, commissions, etc., are concerned, le aving it lo such 
bodies, acting under the general control of the chief executive to 
provide for the character of internal organization of those services: 
or, shall it push its determinations still farther so as definitely to 
prescribe by lav\\ not only departrnenlal and bureau organization, 
but also the subdivision of these, the divisions, and the final work¬ 
ing units, the sections and field stations? 

In entering upon a consideration of which of these alternative 
lines of policy should be followed, it is desirable to consider the 
manner in which this matter has actually been handled by represen¬ 
tative governments. In the case of a few national governments and 
certain of our slates, the number and character of the administra¬ 
tive departments that shall be set up for the handling of adminis¬ 
trative affairs have been more or less definitely determined by 
consiitulional provision. In the opinion of the writer this is wholly 
an unwise procedure. Especially is this so when, as in the case of 

7The designation of organization units here given is a, purely formal 
one. Actually there is no established usage in designating subdivisions 
of a service Not only ni.*iy other terms such as ‘‘office,^' <‘braui*h/' 
<<^post,etc , be cmi)loyed, but wh n the terms given are used they may 
be used in a different, order; c. g,^ “division'' may be used to designate 
a subdivision of a “section'' instead of “section ” as a subdivision of 
a “division." Many primary subdivisions of a d'l'partment, moreover, 
are not designated aa bureau \ e, g , “Office of Supervising Architect of 
the Treasury," Geological Survey,^* “Division of Appointments," etc. 
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our own governments, a change in constitutional provisions can 
only be made with great difficulty. It is quite pioper for a consti¬ 
tution to provide for the establishment of such departments, and 
within certain limits, to determine their powers, but the actual enu¬ 
meration of the several depaiiments to be created should be left to 
legislative determination. One has only to trace the administrative 
history of our national and state governments to see how frequently 
the necessity has arisen to create new departments for meeting new 
needs and to reorganize those already in existence. In view of this 
it is fortunate that our own federal constitution made no attempt to 
limit in any way the power of the Congress in this respect. Though 
Congress has not always acted with the promptness and wisdom 
desirable, it has, nevertheless, always had it within its power to 
make provision for such administrative departments as in its opinion 
were needed for the proper conduct of public affairs. 

Assuming, therefore, for purposes of future consideration that 
the legislature has plenary power in respect to the determination of 
the organizition of the administrative branch of the government, 
the next question presented is as to whether it should itself by 
statute fix the number of departments and independent establish¬ 
ments such as boards, commissions, etc,, and determine the juris¬ 
diction of each. Examination shows that this matter has been 
handled in a different way by most European governments on the 
one hand and by our own governments, national and state, on the 
other. In the former large, if not full, powers have been left to 
the chief executive, acting through the prime minister, and with or 
without the approval of a body having the character of an execu¬ 
tive council, to create new departments or to make a readjustment 
of those already in existence. Particularly is this true of France, 
where a number of departments have been created by executive 
decree. In our own government no such grant of power has been 
made to the executive except, it is believed, in the single case of 
the grant of authority made by Congress to ihe President of the 
United States to establish new agencies and to reorganize existing 
ones for the effective prosecution of the World War.® 

J^By the passage of was known as l.]»o Overman Act, approveti 

May 20, 1918, Congress authorized the President “to make such redis¬ 
tribution of functions among executive agencies ns he may deem 
necessary, including any functions, duties and powers hitherto conferred 
Upon any executive dcijartment commission, bureau, agency, office, or 
officer, in such manner as in his judgment shall seem best fittci to carry 
out the purposes of this Act.” The only liniitations upon this power was 
that it should cease six months after the termination of the war by the 
proclamation of the treaty of peace, or at such earlier time as the Presi¬ 
dent might designate, and that the authority grantcil should be exercised 
only in matters relating to the conduct of the existing war, and that, 
upon the termination of the act, the several services should resume the 

F. 3 
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Too much stress should not, however, be laid upon this differ¬ 
ence between European and our own governments, which is due 
almost wholly to the different character of their political systems, 
and especially to that feature which in the case of the former class 
of governments makes the executive responsible to the legislatures. 
Considering the characteristic feature of our own political system, 
under which the executive is not politically rei-ponsible to the 
legislature, it may, it is thought, be stated that it is both proper 
and desirable that the legislature, except where such unusual 
contingencies as war have to be met, should itself prescribe by 
organic act the number and jurisdiction, in so far as their general 
function or purpose is concerned, of the several departments and 
independent agencies that shall exist for performing the administra¬ 
tive work of the governments. This determination should extend not 
only to the departments, but also to the primary subdivisions of 
these departments in so far as the latter consist of distinct services 
having clearly defined functions of their own to perform. In the 
case of our national government it should thus extend not only to 
the so-called executive departments and independent establishments, 
but also to the primary functional services, such as Bureau of Mines, 
Bureau of Internal Revenue, etc. , of the former. In a word, it is 
believed that under our form of government, at least, it rests upon 
the legislature to determine by its own direct act the general 
scheme of organization ol the administiative branch of the govein- 
ment. That is doing so it sliould be guided largely by the advice 
of its general manager, the chief executive, is quite true, but the 
act of determination should be its act and these services should have 
a legistative status, in the sense that their existence and the 
general scope of their functions are determined by statutoiy law. 

When we pass from this class of organization units to those of 
a lower order, we are confronted with quite a new set of considera¬ 
tions. We have here to deal, not with distinct services, but with 
subdivisions of services which are set up purely as a matter of 
administrative expediency in older that the work to be done may be 
parcelled out in accordance with its character. It is at this point 
that the question of the extent to which the legislature should seek 
to determine organization becomes a serious one. Ihe considera¬ 
tions involved are, as has been pointed out, administrative rather 
than those of policy. Generally speaking, therefore, it would be 
part of wisdom to leave those in actual charge of the conduct of 
work the widest passible discretion consistent with maintaining an 

exercise of the functions and duties that they had previously bad unless 
Congress otherwise determined. 

For a full account of the exercise hy the President of the powers 
thus granted to him, seethe author’s v<jlume, OoverJiinont Organiziit ion 
ill War Time and After, D. Appleton & Cumijaiiy, Now Yorh, Itiiy. 
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adequate control. When a service is of long standing, and its 
work and organization have, so to speak, become shaken down or 
stabilized, there is no particular objection to, and some advantage 
in, having the more important working subdivisions of a service 
given a statutory status. This is especially so in reference to such 
subdivisions as the offices of chief clerk, superintendent of building, 
appointment clerk, disbursing officer, division of mails and files, 
etc , which have to do with the purely business operations involved 
in operating the service as an institution rather than in perform¬ 
ing the work for which the service is maintained. As a rule the 
experience of most services, of the national government at least, 
is that when a service is first created the legislature contents itself 
with making only the most general provision regarding its internal 
organization, but tends steadily to push its determinations in res¬ 
pect to organization further and further as the work of the service 
becomes stabilized and fuller information regarding its organization 
needs becomes available. It is impossible to lay down any general 
rule that will be applicable to all cases as to how far this legislative 
fixing of internal organization of services should go. Each service 
must be considered in the light of its special conditions. It is thus 
evident that it is quite feasible, if not desirable, that the legislature 
should determine in greater detail the organization of a service 
having the administration of a definite body of substantive law 
than one having merely a general function of promoting the 
inleicsts of the public in a certain field through the prosecution of 
research work or activities in other ways. The only general state¬ 
ment that can be made, therefore, is that the legislature should be 
careful to refrain from providing by statute for subdivisions of a 
service the need for which is not clearly established and recognized 
by the service itself. 

The matter of the extent to which the legislature should itself 
determine the number and location of stations in the field, in the 
case of those services w'hich have to maintain field establishments, 
presents a question requiring special consideration. This question 
is one of great importance in the case of our national government. 
There is a tendency for one to take the altitude that the affairs of 
the national government are conducted at Washington. In point 
of fact the offices there located are for the most part but those of 
control or overhead administration, the great bulk of the work 
being done in Hundreds and thousands of field stations scattered 
throughout the United States and, indeed, in many cases throughout 
the world. Reference is made to such great field establishments as 
those of the post offices, army posts, naval stations, customs and 
internal revenue district.^., land offices, fish culture stations, mints, 
assay offices, etc. 

With respect to the determination of the number and location 
of these field stations. Congress has followed no consistent principle. 
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In some cases it provides by law for stations that shall be maintain¬ 
ed and for ihc division of the territory of the United Stales into 
districts for purpose of local administration- In other cases it has 
left a comparatively wide field of discretion with respect to their 
determination, either in the hands of the services themselves or 
in those of the Preiddent. The best example of these two different 
methods of handling substantially the same problem is probably 
furnished by the manner in which the field establishments of the 
customs and internal revenue services have been handled. With 
respect to the first. Congress has from the beginning of the govern¬ 
ment adopted the policy of rigidly prov iding by law the districts 
into which the country shall be divided for administrative purposes 
and the number and character of oflices that shall be set up in 
each district. The only departure that it has made from this policy 
was that represented by a provision contained in the sundry civil 
appropriation act for the fiscal year 1913, which authorized the 
President to make a reorganization of this field establishment thr¬ 
ough the abolition or consolidation of existing districts and offices, 
the creation of new districts and offices and the relocation of boun¬ 
daries of districts retained in such a manner as would better corres¬ 
pond to the needs of the service and bring about a more efficient 
and economical administration of its affairs, The law, however, 
provided that the system resulting should thereafter continue in 
force until changed by law. Though a great improvement in the 
service was thus effected, the system, hov/ever, still remains one 
that is prescribed by Congress and can only be modified by its act. 
In marked contrast with this, the law providing for the organi¬ 
zation of the internal revenue service grants to the President full 
power to divide the country into convenient collection districts 
and from lime to time to make such changes in this system as he 
deems desirable in securing proper administration of the service. 

It would take us too far astray to attempt to slate the policy 
pursued by Congress in providing for the field establishments of 
the other services. It is only necessary to say that, while there 
are a considerable number of cases where Congress has granted 
more or less discretion to the President or to the heads of depart¬ 
ments and services with respect to the fixing of the number and 
boundaries of districts and the number and location of field 
stations, Congress in general itself seeks to determine, either by 
general legislation or by the manner in which it makes appropria¬ 
tions, just what field stations shall be maintained. Particularly 
is this true with respect to such important stations as army posts, 
naval stations, mints, a«say offices, fish culture stations, etc. 

In the opinion of the writer this policy is in almost every case 
a mistake. This arises from a number of con.siderations. In the 
first place it is impossible for Congress to handle this inatter in as 
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intelligent a manner as those directly responsible for the conduct 
of the affairs of the services involved. Secondly, it gives to the 
services rigidity of organization that is highly detrimental to 
their efficient opeiation. The frequency with v/hich the President 
uses his power to revise the system of internal revenue district? is 
an evidence of the need for flexibility in respect to this feature of 
organizations. Ihirdly, it imposes upon an already ov'erburdeiied 
Congress responsibilities of which it should be relieved. Most 
important of all, however, is the fad that when the decision rests 
with Congress to determine field posts it is certain that this power 
will be exercised with a view to promoting local interests lalhcr 
than those of the government as a whole. Recent years have fur¬ 
nished abundant evidence of the evils resulting horn this fact. 
Both the Secretary of War and the Secretary of the Navy have 
again and again urged in vain the abolition of useless army jjosts 
and navy stations. It was only after years of eflort that the 
administration succeeded in securing from Congress the abolition 
of the useless pension agencies. There are few more glaring 
instances of waste and extravagance in the conduct of national 
affairs than is involved in the retention of unnecessary local 
offices. 

Determitiiition of Personnel, Passing now to the matter of 
personnel we are confronted with one of the most difficult ques¬ 
tions that has to be answered in seeking to determine at what point 
legislative direction should cease and administrative discretion 
begin. In considering this question certain fundamental distinc¬ 
tions must be kept in mind. The first of these is that between 
directing personnel, that is, those who have the responsible direc¬ 
tion of services and constitute what are known as officers in the 
common acceptation of that term, and employees proper, that is, 
those occupying subordinate positions and having as their general 
duties the carrying out of orders given them. 

As regards the first of these two classes, there can be little 
doubt that, speaking generally, the legislature should itself deter¬ 
mine their number, character, compensation, powers, and duties. 
This is the practice of most, if not all, private undertakings of a 
corporate character, and the arguments in favour of it are still 
stronger in the case of political bodies. In respect to this class 
the only question that is presented is how deep into the organiza¬ 
tion of the several services this determination shall go. Shall it 
stop at the heads of departments and members of boards and com¬ 
missions, the heads of the bureaus into which such departments and 
establishments are divided, the heads of the primary subdivisions 
of such bureaus, or the heads of the working units, the sections, 
field stations, and the like? Which of these allernalives should be 
ftdopled, depends in large part upon the policy pursued by the 
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legislature in making statutory provision for the organization of 
the services of the goveinment. Wherever it has provided by 
statute for the existence of an organization unit, it is but logical 
that it should determine the character of the officer that should be 
placed in charge of it, his compensation, tenure of office, method 
of selection and the general scope of his powers and duties. The 
two should run together. All of the arguments that have been 
given against the legislature seeking to fix organization in too 
great detail apply equally to the creation by statute of officers to 
have charge of subordinate units of organization. 

As regards the second class of employees, those falling outside 
of the directing personnel of the higher order, the problem of 
determining the extent to which the legislature should attempt to 
fix their character and number is a much more difficult one. In 
considering this problem it is necessary to distinguish between the 
two ways in which a legislature can act in reference toil. Ihese 
two ways are: by general statute or by act of appropriation. There 
can be little doubt that it is unwise for a legislature to seek to 
control personnel, other than directing personnel, by the first 
method. Under existing conditions the securing of genera] legisla- 
lion is a matter of great difficulty. Any attempt to prescribe limi¬ 
tations upon subordinate personnel in this manner gives rise to a 
rigidity that is sure in many cases to work injuiy. The proper 
working of an act having for its purpose to set up a service should 
be somewhat as follows. After providing for the directing per¬ 
sonnel, the clause should be added “and such other officers and 
employees as may be from lime to lime provided by law.** This 
leaves it open to the legislature to determine each year the provi¬ 
sion that shall be made for the subordinate personnel of a service 
at the lime that the grant of appropriations for the service is 
under consideration. 

This is not the place to consider in any detail the question of 
the extent to which the legislature, in its annual or biennia] appro¬ 
priations, should seek to fix rigidly the number and compensation 
of the employees that the services of the government shall be 
authorized to employ, since this is a subject that can better be 
handled when we come to treat of that class of problems of ad¬ 
ministration having to do with finance. It will not be out of place, 
however, to mention certain general considerations that will be 
more fully handled there. The most important of these is that 
the legislature, in appropriating for the support of a service, can 
proceed in a number of different ways: it can specify in detail 
the number and compensation of each class of employees that may 
be employed in each recognized unit of organization ; or it can 
grant a lump sum that shall be available for the employment and 
compensation of personnel, but which shall be expended subject 



LEGISLATURE AS A BOARD OF DIRECTORS 


23 


to certain limitations in respect to the number of employees that 
may be employed in any designated class or that may be given 
certain rates of compensation; or it may grant a lump sum for the 
compensation of employees, leaving it wholly to the discretion of 
the services to which it is granted to determine the manner in 
which this sum shall be expended. Which of these methods should 
be employed, will depend upon the manner in which the whole 
problem of personneJ is handled. To anticipate that which will 
hereafter be considered in detail, it is highly desirable that a 
government shall by general law provide for a detailed classification 
of all administrative employees. Such a classification should set 
forth a complete enumeration of all positions required for the 
conduct of the public business, describe the character of the duties 
of each position and the qualifications required of incumbents, and 
fix the compensation attaching to the office. 1 his act will, thus, 
prescribe the more general limitations that must be observed by 
all administrative services in respect to the employment of person¬ 
nel. If this is done and full report is required from ail services 
in respect to the number of persons employed, classified according 
to this scheme of classification, it becomes feasible for a legislature 
to nriake its appropriations for the employments and compensation 
of personnel under general heads. It is hardly necessary to say 
that it is desirable that this policy of leaving to the services a 
maximum of discretion in respect to the determination of their 
personnel needs, provided that the total amount granted is not 
exceeded and other limitations contained in the classification of 
personnel act are observed, is the one that should be followed. 

As in the case of authorization of public works. Congress has 
recently taken action enormously improving its system for pro¬ 
viding for personnel Prior to 1923 Congress sought in its annual 
appropriation acts to pi escribe in great part the precise number of 
employees that might be employed at each grade and rate of com¬ 
pensation. By the Classification Act of .1923, however, it provided 
for the working out and adoption of a system of classifying all 
governmental employees, a uniform scheme of nomenclature of 
positions, and the compensation attached to each position. The 
adoption of this system has made it possible for Congress to aban¬ 
don its old practice of specifying in detail the precise number of 
employees of each class and compensation rate that may be em¬ 
ployed by a service and to make its appropriations for personnel 
in a lump sum. This has simplified the work of Congress and at 
the same time gives a flexibility to the system that has contributed 
greatly to administrative efficiency.^ 

® I'^or a fuller account of tlio new syalem and it« advanfagos. see 
Chapter XTV, ^ A.ppropriation8 for Salaries,’» in the volume of the 
present writer, Tho National Budget System. 
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1 he foregoing by no means exhausts the subject of the extent to 
which (he legislature should seek to determine personnel conditions 
by general legislalion oi appropriation. Other features are 
method of selection, compensation, hours of labour, leave condi¬ 
tions, the light of transfer from one seivice to another, etc All 
of these are matters which arc more properly to be handled when 
we come to a consideration of problems of personnel. 

Dclerininatioii of Rules of Procedure. The question 
of the extent to which the legislature should seek to prescribe 
the rule to be followed and the methods to be employed 
by services in performing their functions is likewise one 
regarding which it is difficult to give any general answer. There 
are, however, certain general distinctions or considerations that 
should he borne in mind in seeking to handle this matter. Among 
these the most important is the distinction between those 
procedural rules which affect the interests or rights of persons 
outside of the service and those which have to do with purely 
adiiiinistralive operations within the service. The former, it is 
believed, should be embodied either in statute or in formal rules 
and regul Anions drafted and promulgated in pur-^uance of direct 
gianJ of auihoilly by the legislature and declared to have all the 
force and effect of law. Of this category are the rules and regu¬ 
lations setting iorth the procedure to be followed in assessing and 
collecling taxes, in the grant of patents, copyrights, and trade 
marks, in the lca.se or sale of public lands, etc. These are matters 
affecting personal and property rights in a most direct manner. It 
is imperative, therefore, that they should be governed by provisions 
of a formal legal character. The question as to whether these 
provisions should be embodied in statutes or in rules promulgated 
by administrative agencies in pursuance of a special grant of 
authority, i.s one of the most important topics falling in the 
field of administrative lavv. It involves a consideration oi that 
exceedingly interesting question of the delegation of legislative 
powers. Important and interesting as this question is, it is one 
into which we cannot here enter, since our main interest lies in the 
narrower field of administration, strictly speaking. It may be said 
in passing, however, that much depends upon the policy pursued by 
ihc governmcnl in respect to the creation of special organs for the 
express purpose of exercising delegated or quasi-legislative powers, 
such as privy councils, executive councils, the chief executive in 
council, etc. Other elements of this problem arc the determination 
as to whether the rules and regulations shall be embodied in 
service orders, departmental orders, or executive orders; that is, 
whether they may be prepared and promulgated on the authority 
of the services to which they relate, on that of the head of the 
dcpailment exercising overhead authority ovci the service, or on 
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that of the chief executive acting alone or in council; and whether 
such rules, before becoming effective, require the approval 
of a superior authority or the legislature itself. The advantage of 
having provision of this character embodied in statutes lies in their 
more formal character and possibly in the greater certainty of their 
legal force. The advantage of having them embodied in executive, 
departmenlal or service rules and regulations lies in the fact that 
they are drafted by the services directly familiar with the condi¬ 
tions to be met and thus technically better qualified to formulate 
them, and in the greater ease and expedition with which they can 
be modified to meet changing conditions or to correct defects that 
have been developed as the result of their practical operalion. 

As regards the second class of rules of procedure, those having 
for their purpose to regulate the manner in which the services shall 
perform their work, it is certainly the part ol wisdom to leave wide 
discretionary powers to the services concerned. Notwithstanding 
this, most of our legislative bodie.s refuse to act upon this principle. 
In many different ways they seek to prescribe the details of p)ro- 
cedure that shall be employed. In doing so their intentions are for 
the most part of the best. They seek to correct evils or prevent 
abuses which have come to their attention. In accomplishing this 
end, however, they introduce other evils far greater than those 
they are trying to correct. Government services are under cons¬ 
tant criticism for the amount of red tape involved in the transac¬ 
tion of their business. To a large extent this is due to the necessity 
under which they rest of complying with regulations which have 
been imposed upon them by legislation. As will hereafter be 
pointed out, it is of course proper that the legislature .<^hould 
properly control its administrative agencies. This control, 
however, should be exercised through a proper syslemt of accounts, 
reports, audit, etc., rather than through the attempt to specify 
procedure in advance. 

Determination of Grant of Funds. I hat the legislature is 
the body to determine the amount of money that shall be available 
for expenditures, is a provision of all modern constitutional system. 
The only question is the extent to which it shall specify in detail 
the manner in which the money so rendered available for expendi¬ 
tures shall be expended. This question, which is one ol the most 
important of all those having to do with a delimitation of the fields 
of legislature and administrative determination, is one that can 
better be considered when we bring under discussion the class of 
problems having to do with finance. It is only mentioned here as 
one of the elements involved in fixing the relative fields of opera¬ 
tions of the two branches of government. 

F. 4 
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Determination of Means for Legislative Supervision and 
Control. It has been pointed out that the starling point in con¬ 
sidering the problem of administration as it confronts our govern¬ 
ments, is that the legislature is the possessor of all administrative 
authority. The actual exercise of this authority it delegates in 
large part to special aj^enls, who are known as administrative 
officers. The relation between the legislature and these officers is 
that of principal and agents. Now it is a canon of administration 
that all grants of authority should be accompanied by means for 
ensuring that such grants are properly exercised. To state this in 
another way, it is imperative, if proper administration is to be 
secured, that the organ granting the authority provide means 
by which it, as principle, shall be able to exercise a due supervision 
and control over its agents and be in a position to hold them to a 
strict accountability for the manner in Nvhich they discharge the 
duties imposed upon them. A legislature has thus pcrlonned but 
a part of its duties when it provides for administrative agencies to 
act on its behall and instructs them in respect to their powers and 
duties. It is still incumbent upon it to make adequate providon for 
ensuring that these agents properly perform their duties. 

A study of the problem shows chat the means through which 
this supervision and control may be exercised and accountability 
enforced are the following: (1) The requirement that all admi¬ 
nistrative officers shall keep proper records of their official acts; 
(2) the requirement that these officers shall at slated intervals, 
and at least once a year, submit reports giving a full account ol 
their act; (3) the requiremcnl that accurate accounts shall be 
kept of all financial transactions and reports of such transactions 
be made in such form that full iiifoniiation regarding their charac¬ 
ter is furnished; (4) provision lor a system oi examination or 
audit of these accounts with a view to dclermining their accuracy 
and legality; (5) provision for the consideration l)y the legislative 
bodies, acting directly t.r through properly con?liluied commit¬ 
tees, of the administrative and financial reports with a view to 
determining not merely the legality of the action lakcu, but also 
the efficiency and economy with whici) oflicial duties have been 
performed: ((>) the requirement that administrative officers shall 
furnish information regarding specific acts by them when called 
upon so to do by the legislative bodies; and ( 7) provision for 
special investigations or inquiries of a comprehensive character 
of the manner in which affairs have been conducted by a parti¬ 
cular service or services. 

Manifest as is ihls obligation of legislative bodies and well 
known as are the means through vVhich it may be met, I here is no 
leature of public administration that is moie unsatisfactorily 
handled. In no small degree the inefficiency and wo.le that 
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characleri/-cs ihc conducl of public allairs at ihe preseal lime is 
due lo ihc failure of legislatures lo lake the aclioii which is required 
to hold administralive oflicers to a due accountability for the 
manner in which they perform their d liies. 1 hough the obliga¬ 
tion is a direct one oi the legisJaline, that body has rarely applied 
itself to the problem of working out the means by which it should 
be met. Instead of determining and prescribing the character of 
records that shall be kept and of accounts and reports that shall 
be rendered, it has left its agents largely free to do as they please 
in rcvpecl lo these matters. Ihe result i? that rarely do legislatures 
secure that inlormalion regarding the acts of their agents which it 
is essential that they should have if they arc to determine the 
fidelity and efficiency with which the latter have discharged their 
duties. Tliough ail of our legislative bodies make provision for 
the audit of accounts, the sy;,tem of audit is raiely a satisfactory 
one. And still more rarely have these bodies made any adequate 
provision for considering the facts that iue brought out, or should 
be brought out by such audit and ol taking the action that 
such showings reveal to be neces.sary. 

in general it may be said that our legislative bodies have failed 
lo perfect the instruments of control represented by the first five 
of the means that have been enumerated, and have relied loo 
largely upon the last two. The system oi special calls for informa¬ 
tion through resolutions of enquiry as employed by' the national 
government or through the interpellation and question and answer 
system of European governments undoubtedly scrve.s a valuable 
puipo.se. The same is true of the special investigations made by 
committees of Congress and lo a less extent by committees of our 
.‘^lalc legislatures. These enquiries and investigations, however, 
serve only a special purpose, are fitful in character, and loo often 
arc dominated by political considerations rather than those of 
permanently improving conditions. The general investigations, 
moreover, are made under disadvantageous conditions due largely 
lo the lack by the committee of technical qualifications for develop¬ 
ing and interpreting the facts. They entail great expense, and often 
seriously interfere with the work of the services that are under 
investigation. That such special investigations are necessary, is 
evidence of the fact that inadequate means exist for currently 
receiving the information that is needed for control purposes.^^ 

The scope of the powers of Congress to conduct invesligat’^ons, and 
especially to compel the atten lauce, testimony, and production of 
papers by persons who are not government employees, is a matter that 
is not yet fully determined by the courts. The mo.st recent and much 
the most important decision on this subject is that rendered by the 
court of the United States, Jaiinary 17, 1927, in the case of John J. 
Me Grain, Deputy Sergeant at .\rms of the IToited States Senate v. 
Maily 8. Daugherty. This decision, though suitaining the power of 
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In the case of llie national government a great improvement 
in respect to ihe dixharge of this function has been brought 
about by the provisions of the Budget and Accounting Act, 1921, 
which provided for the creation of the independent General Ac¬ 
counting Office, which has the duty not merely of making an 
independent audit of all administrative accounts, but also of 
reporting to Congress wherein improvements in the methods of 
conducting the public business can be effected. Important as 
this change is, it fails of accomplishing its full purpose through 
the failure on the part of Congress to make provision for a stand¬ 
ing commiilee on public accounts analogous to the Committee on 
Public Accounts of the British House of Commons which shtill have 
the duty of receiving the reports of the Comptroller General, 
considering their findings and bringing to the attention of Congress 
action that is required in order to correct undesirable conditions 
thus made known. 

This whole subject of instruments of control through records, 
accounts, reports and audit is one which will be handled at length 
later on. Here we will con lent oursleves with a bare statement 
of the problem as one of the important elements in determining the 
scope and character of the duties of a legislature in acting as a 
board of directors for the government corporation in respect to 
which it has the primary administrative authority and respon¬ 
sibility. 

General Summary. In the foregoing we have sought to bring 
under examination one of the most important and difficult ques¬ 
tions presented by the whole problem of providing for the efficient 

Congress to compel testimony by a person not an employee of the govern¬ 
ment, rests upon the authority of Congress to do what is necessary 
in meeting its function of drafting legislation rather than upon its 
authority to invostigato the conduct of administrative affairs. The 
decision is thus not decisive in respect to the investigatory powers of 
Congress where no reference is had to possible legislation- If this issue 
were squarely raised it is probable, however, that the power of Congress 
would be affirmed. 

It This subject of the nnture of the obligation that rests upon logis- 
Lative bodies to see that its order.*? are faithfully complied with by their 
administrative agencies and the measures that have been resorted to to 
meet this obligation, is one that has never received adequate considera¬ 
tion. A comparative .study of the ways in which this problem is met 
l)y the leading governmenr.s of the world would bo an excoedingiy valu 
able one. It is a matter "f no little interest that especial attention- 
was given to thi.s matter by those responsible for the framing of the 
new constitutions of the governments coming into existence as the result 
of the World War. In many of these constitutions, notably those of 
Czechoslovakia, Germany, Pru.ssia, and other German states provision 
has been made for parliamentary commisssion to sit between sessions 
and having the function among others of exercising a supervision, if not 
a control, over the conduct of administrative affairs. 
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management of the administrative affairs of a government. To this 
end our consideration has largely centered around the question of 
the extent to which the legislature .*:hould attempt by direct legis¬ 
lative enactments to prescribe the activities; the agencies, organi¬ 
zation, plant, and personncti; the rules and regulations that shall 
govern those agencies; and the limitations that shall be set up 
with respect to the expenditure of funds. In handling these matters 
a legislature is confronted with opposing considerations exceedingly 
difficult to harmonize, but which must be harmonized if an efficient 
administrative system is to be secured. On the one hand, the 
legislature, as the organ of public opinion, the possessor of admi¬ 
nistrative powers, and the fund-raising and fund-granting authority, 
has the responsibility of determining what the government shall do, 
of prescribing in general terms at least the character of agencies 
that shall be set up for the performance of activities and the con¬ 
ditions that shall be observed by them in doing such work, and of 
holding these agencies to a rigid accountability for the manner in 
which they discharge their duties. On the other hand, it has to 
meet the practical condition that any attempt to push its deter¬ 
minations in respect to these matters too far will result in the effort 
to do work which is beyond its competence and in the establish¬ 
ment of a rigidity of organization, procedure, and work that will 
be destructive of efficiency in action. Concretely, the problem 
that confronts it is to harmonize the apparently conflicting elements 
of effective direclioii. supervision, and control on the one hand 
with flexibility and proper powers of discretionary action on the 
other. A too-detailed specification and control over what shall 
be done and the means and procedure that shall be employed 
in doing it, is productive of harm in three ways: it results in 
ill-advised action, since it involves the making of decisions 
which can only be intelligently made by those actually in charge 
of the work to be done and thus familiar with the conditions 
to be met; it weakens the sense of responsibility of administrative 
officers; and it makes it impossible for those officers to adjust 
their actions to varying needs and do those things which must be 
done if efficiency and economy are to be secured. On the other 
hand, a too-general specification of what shall be done and a too- 
large grant of discretionary powers, accompanied by an inade¬ 
quate system of supervision and control, means that the legislature 
has failed properly to discharge its duty of determining the 
activities to be engaged in and the conditions under which they 
shall be performed and throws open the door to administrative 
abuses of a wide range. 

In what has been written above the attempt has been made to 
indicate some of the aids to navigation which will enable the legis¬ 
lative ship to steer a middle course. It is only desired, in conclu- 
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sion, to inenlion here a consideration, proper observance of which 
will greatly aid in a! riving at a proper solution of the difficulty. 
This i‘ the distinction between the exercise of control through 
specification in advance and that through the requirement of 
full report of action taken. In the one case the legislature con¬ 
trols by specifying in detail precisely what shall he done and the 
means that shall be employed in doing it. In the other it gives 
its directions in general terms but provides that the officers charged 
with their execution shall furnish it willi detailed data regarding 
their action. As between those two systems there can be little 
question that ihe krtlei is the. supeiior. Unfortunately, the lormei 
is the mellu^d cominonly employed by our legislative bodies. They 
have made this choice not because they h<ive desired th emselves to 
regulate details but because it has appealed to them as the only 
means ol cvTutroi. Their fundamental mistake has been in failing 
to recogiii/.e the effccliveness of the control that might be exercised 
through the second method. Until they have made effective means 
for control through such method, it is impracticable for them 
to abandon the hrst. It is, thus of the utmost importance that 
every effort fhoiild be concentrated upon the perfection of a system 
of accounting, reporting, and audit that will currently and auto¬ 
matically, as it were, furnish the legislature with precise and full 
information regarding the acts of all administrative officers and 
detailed data regarding adrnini.stralivc organization, procedure, 
condition, and results of work undertaken. If to this is added a 
system under which the legislature will as a current part of its 
duties subject these data to careful scrutiny the latter body will 
find that the opportunities for control thus offered will be far 
superior to those furnijhed by the attempt to specify action in 
advance. Just in proportion as it strengthens its means of control 
in this way it can give up its attempt to control by specification 
in advance. By this means, and by this means alone, can it 
harmonize these two ei?scnlial features of a proper administrative 
system— control and flexibility in action. 

A'^ John Stuart Mill, over sixty years ago pointed out in his 
remaikable chapter entitled “'Of the Proper Function of Repre¬ 
sentative Bodies” a legislative assembly is not fitted to handle 
administrative affairs. 

histoad of t]i<; I'uuclioii of j^oveniing’ fi. e., adminis- 
lei'iijg), wliicli il is radically unfit for, the jiropcr office of 
a representative assembly is to waleli and control the Oov- 
erinnent; to throw the light of ivublieity on its acts; to 
eomjnd a Tnli exjjosition and ;jnstifieation of all of them 
which aiiA-one considers (jnestionable; to censure them if 

i- Kftsay on Kepresontative Government, 1801. 
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foimd condenmablo, and, il' llio moii wlio eom[)o.so the 
Government abuse llicir trust, or fulfil it in a manner 
whicii eonfiiets with tlie dclibej*alc sense of tlie nation, to 
expel them from office, and either expressly or virtually 

appoint their successors.This is surely ample power 

and security enouj>li Tor tlie libeity ol* a nation .... Xoth- 
ing but the resirit'tion oi* tiie riDielioji oi rejn-es(*n1ali\'e 
bodies within these j-atHuial liinils will enable the beiudits (d* 
popular cent.rv)l to be enjoyed in tn)njunction witii 1h(‘ no 
less important requisites (;L;rowiji«- ever inoie imj>oitant 
as liiiirian affaij's increase in scale and in comj)Je\it\ ) ol* 
skilled Io!.»is!ation and administration. 

Nowhere, so far a;i the writer is aware, has this vital question 
of the function of legislative chamber in relation to administration 
been more clearly and accurately staled. In it h to be found 
the explanation why the British parliameniaiy .syrlem, wliich is 
conducted strictly on the principles there laid down, works so 
smoothly and efficiently in respect to the lormulation and execu¬ 
tion of administrative programs, and why our political system, 
in which these principles do not find expression, gives quite con¬ 
trary results. 
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THE CHIEF EXECUTIVE AS GENERAL MANAGER 

Next in importance, in working out a proper administrative 
system lor a government, to the determination of the extent to 
which it is desirable that the legislative branch shall seek to exer¬ 
cise its administrative powers or delegate such exercise to admi¬ 
nistrative agencies, is that of reaching a decision as to whether 
such delegation shall be direct to the several administrative officers 
or to the chief executive viewed as the official superior of those 
officers. There can be no doubt regarding the manner in which 
this question should be answeied. It can be stated without any 
hesitation that a prime requisite of any proper administrative sys¬ 
tem is that the second alternative shall be adopted; that, in a 
word, the chief executive shall be given all the duties and powers 
of a general manager and be made in fact, as well as in theory, 
the head of the administration. From the standpoint of the 
legislature, this means that the latter will look primarily in the 
chief executive for the efficient carrying out of its administrative 
determinations. 

Legislative) Grant to the Chief Executive of Administra¬ 
tive Authority. It has been pointed out that constitutionally, 
that is, as the result of direct constitutional grant, the President of 
the United States possesses no administrative authority. From the 
purely constitutional standpoint he, thus, is not head of the admin¬ 
istration. Even the heads of the great executive departments con¬ 
stituting his cabinet are not his subordinates in the sense that he 
has legal authority to give orders to them in respect to the per¬ 
formance of their duties. From the legal standpoint his authority 
in respect to them is executive in that it consists merely of his 
right to lake such steps as may be necessary to see that such 
orders as are given to them by law are duly enforced. Substanti¬ 
ally the same condition exists in the individual states in respect to 
the constitutional status and powers of the governors. To slate 
this condition in another way, the line of authority in both the 
national and state governments runs directly from the administra¬ 
tive services to the legislature, except where the latter has 
expressly provided otherwise. 

The foregoing constitutes the theory upon which the location of 
administrative authority is determined under our political system. 
Until comparatively recent years it represented the actual working 
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relations that existed between the legislative and the administrative 
services in most of our states and to a less extent in our national 
government. For the most part administrative services were 
looked upon by the legislature as their direct ag;enl.s, to be direclly 
instructed, supervised, and coalroiled. In some cases, indeed, the 
legislature has undertaken the direct exercise of administrative 
authority. For example, in the national government at the present 
lime. Congress is directly controlling to a considerable extent 
public printing and the use of quarters by the administrative 
services through its Joint Committee on Printing and its Public 
Buildings Commission. Only in exceptional and unusual cases 
were the services placed under the administrative direction and 
control of the President and governors. The latter, from a legal 
standpoint, stood outside of both the legislative and administrative 
branches and exercised merely executive functions in the narrow 
political sense. 

Evils Uesuitizig from the Failure to Vest Aduiitiis- 
trativc Authority in the Chief Executive. This system, 
though never satisfactory, and. as will be seen, failing to corres¬ 
pond to correct principles in respect to the exercise of adminis¬ 
trative authority, worked in a way so long as the activities of 
government were few and comparatively simple. As soon as these 
activities becrame numerous and involved work on a large scale 
the system broke down. The evils of this system have been 
excellently stated by Dr. W. F. Dodd, in his recent work on the 
government of the slates. After calling attention to the fact 
that not only in popular estimation, but also by constitutional 
provision the governor is the chief executive officer of the govern¬ 
ment, with the duty of seeing that the laws are duly enforced, he 
says:^ 

What situation does the new ooveruor i'aoe when lie 
eonies into office? lie finds that llio eonstilution has 
^•iven him a fairly iarf^e share in the work of Ie<>*is!atioji. 
lie has probably been elected niion a platform of pi’0])osed 
executive and administrative adjustment. When he faces 
the executive side of his task, he finds about the i'ullowing 
situation: 

(1) There is a group of constitutional executive state 
officers, chosen oWinarily by popular vote, just as the 
governor has been, with some constitutional recognition of 
the governor's superiority over them, but with the political 
relationship between him and these other elective states 

1 W. F. Dodd, state CS-ovornnicnt, pp. 245-4G. Ceriiuiy Political 
Science Series, New York, 1922. 

F. 5 
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oflieers surh that the governor can actually exercise little 
sn])ervision o\ or them. 

(2) lie 1urns to tlie staluloiy organization oi! the 
stale govi‘i‘nmen1 and finds a large nninber oF boards, 
offices aixd commissions, usually ap])ointed by the governor 
('with the advi<‘e and consent oTllio Senate), but in many 
cases with teiins so adjusted that he does eonlrol the 
appoinlment oi; individual officers or of a majority of 
the members oT llie board. Rven if lie does conti'oi 
apiiointrnents to the statutory boards, offices and commis¬ 
sions, he fiiivls so many of t liese bodies, and such conflict ing 
aulhoi'il ies, tliat (lie jiossiliility of conimliing tliem is slight 
ir only because of their veiy multiplicdty. 

(8) The g<j\(‘rnor has probably made the enforce¬ 
ment of certain laws a pai't of his plat form. Bui when he 
comes to examine his powers with lesjiect to this matter, 
he finds the enfoi'cemenl of law tlu'oughout the stale chiefiy 
in the hands of iocaily elected officials over whom ho has 
little control. 

In this discouragement over any atlem|)t to conti'ol the 
state adminisi rative organizalion, the governor is likely to 
give up the adminisi rat ive task as a hojieless one and to 
turn to the field in which ho lias greater ])()vver, tliat of 
legislation. What we liave done is to set ii]) a so-called 
chief state exi'eutive with more power over legislation than 
over executive matters. 

Speaking of the same condition in the national government 
prior to the adoption of a budget system in 1921, the present 
writer has elsewhere said: - 

It may seem incredible, but it is a Pact, that at the 
pi'osent time, the National Uoveimment, noiwithstanding 
the fact that it engages in activities of a variety, scope 
and im])or1anec not appi'oachcd by any other corporation 
in the world, raises and expends billions of dollars annu¬ 
ally, and is constantly compelled to levy assessments U])on 
its stockholders and to ajipeal to them for the loan to it of 
money in huge sums, is now without any real business 
manager, without any proper system of accounts, without a 
balance sheet, and with nt anything appi’oaching in charac¬ 
ter a systematic and carefuliy worked out financial and 

^Spending Bit] ions at TTzirli.'izfird, Leslie’s Werklvj August 2 
1919, 
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work program. The President, is nominally the head ot‘ the 
administration. At no tiim^ however, has he sought to 
perform the duties oi’ that oflieer as ujidorstood in the 
business world. He doe.s not even pass upon the requests 
of snl)ordinatc ofneei’S for funds and aaithorizal ion to engage 
in certain linos of work. Such requests go dij*ect to (Cong¬ 
ress thi'ougli tb<‘Socrela,ry ol* the Trea.suiy as a comi)i]ing 
but nonrevising orficor. lie makes no annvial r('))or t as admi- 
nisl rator-in-chier. He does nol lay bcforci ( Nnigr ss any ('O- 
ordinalcd slalement of tlie linaneial condilion ot ilie Ircasury, 
nor of the revenue and'expenditure needs of ilie goveniiiiont 
for the future, hie does not direct, and lie controls only in 
rare cases where subordinate oiTieials have ((iiai-j-elled among 
themseiv(‘s, and even then his only method of solution of the 
difliciilly is the dismissal, of one oi* both of tlie oflicei’s 
concei ned. Even were a President inclined to take his 
administ rativc responsibilities moi*e seivioiisly he would find 
himscif ho[)clessJy handicMppcd hy his utter lack of any 
service, i)ersonnel oj* system of accounts and r{iports that 
alone would make it possible for liim currently to disi'liarge 
the duties of a. general manager. 

This system, under which the legislature seeks to control the 
details ol administrative organization and action directly or 
through agencies directly responsible to it, instead of indirectly or 
through the chief executive as general manager, is radically wrong. 
In it we find at the outset of our attempt to determine the funda¬ 
mental requirements of a proper administrative system, one of the 
basic defects of the administrative system of our government as 
they have existed in the past. 

Modem Movement to Confer Admininlrative Authority 
upon the Chief Executive. This being so, it is a mailer 
of congratulation that in respect to both the national government 
and the government of the slates, a pronounced movement is now 
at work having for its result, if not its deliberate end, the erection 
of the chief executive into a general manager, with all the duties 
and responsibilities of that office and the powers required in 
order that those duties and responsibilities may be properly met. 
This movement has taken three distinct, ttiough closely related, 
forms: the passage of statutes conferring administrative powers 
upon the chief executive, by providing that he shall have authority 
to direct, supervise, and control the operations of administrative 
services and making the latter subordinate to him; the adoption 
of what is known as a budget system as the central and controlling 
feature of the system of financial administration of the govern¬ 
ment ; and the reorganization of the administrative branch of the 
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government so as to make it correspond to what is known as the 
integrated or departmental type of organization. 

Action of the first kind has been largely confined to the national 
government. Congress, finding it impossible to provide for the 
details of administrative organization and procedure of new 
services, lias in many cases conferred upon the President the 
power and responsibility of determining the action to be taken. 
The policy was especially in evidence during the recent war. 
In almost all cases when it was necessary to provide for special 
agencies to handle problems growing out of our participation in 
the war, Congress contented itself with the enactment of certain 
substantive provisions of law and vested in the Presiilent the 
power to create and control such agencies as he saw fit to pul 
those provisions into execution.'* 

What is meant by a budget system and the elements entering 
into it will receive detailed attention when we come to deal with 
that class of administrative problems having to do with finance. 
Here it is sufficient to say that a prime feature is that, under it, 
the affirmative le.^ponsibility is definitely placed upon the chief 
executive of annually or biennially corning before the legislature, 
a.s the board of directors of the government corporation, and sub¬ 
mitting to it a report setting forth in detail the manner in which 
financial affairs of the government have been conducted in the 
past, the present condition of the public treasury, and the provi¬ 
sion which, in his opinion should be made for meeting future 
revenue and expenditure needs. In giving to him this duty, it is 
evident that the chief executive has imposed upon him one of 
the prime responsibilities of a general manager. As will here¬ 
after be seen, such a system, in fact, cannot work successfully 
unless the chief executive does discharge the functions of that 
officer. 

The movement to recognize the administrative branches of the 
governments of the stales so as to make them conform to a depart¬ 
mental type of organization looks no less definitely towards the 
erection of the chief executive into a general manager. To antici¬ 
pate what will be more fully considered later on, this system' means 
the grouping of the administrative services of the government into 
departments according© their general character and placing these 
departments under the general authority of the governor so that 
as has been pointed out, the lines of authority will run from the 
administrative services through the governor to the legislature. 

3SfeW. F. Willoufjlihy, Ooverument Organization in War Time 
and After; A Survey of the Federal Civil Agencies Created for the 
Prepeenf ion of the War. New York, 1919, 
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Very substantial progress has been made in recent years in this 
direction. The subject is one that will be more fully considered 
when the problem of organization as distinguished from general 
administration is treated. 

To recapitulate, it will thus be seen that, in respect to both our 
national government and the government of our states, there is a 
strong tendency definitely to recognize the office and functions of 
a general manager. In our municipalities the same tendency is 
apparent and finds its fullest expression in the creation of what is 
known as the city manager type of government. This tendency, 
as has been staled, is one wholly to be welcomed. It represents but 
the ad jption by our government of a principle and practice that is 
universally found in all well-organized private undertakings of a 
corporate character. 

Unfortunately, this trend is by no means universal. Not a few 
of the slates in providing for the adoption of a budget system and 
the reorganization of their administrative system, have not only 
failed to emphasize the position of tbe governor as general manager 
but they have taken action having the contrary effect. Thus, as 
Dr, Dodd points out in the work from which we have quoted, 
Wisconsin, which was one of the first slates to effect a reorgani¬ 
zation ol its administrative system, in 11)11 started the policy of 
selling up adrninislralive boards and commissions, with the term of 
their members overlapping in such a way as to place the power of 
controlling their coropo.silion beyond that of any one governor and 
of strengthening their independence of the governor by providing 
for their support through continuing appropriations. New York 
and Michigan in 1!J21 provided for the vesting of direct control 
over administrative services in one t\r. officio board rather than in 
the hands of the governor, though the latter is made a member and 
chairman of the board. New Jersey has probably gone further 
than any other stale in this direction by creating a series of ad¬ 
ministrative commissions subslanlialiy independent of any one 
governor. Regarding the action by these states Dr. Dodd writes'^: 

' The states just diseiissod piwoiMl hn-o-cly ii])()ii tho as- 
siinii>lion llial 1lie ^’ovcnior is a person to lie distrinted and 
tlia.i a iai'ii^’O ainoiiut of administrative arithority in the stale 
should 1)0 vested in a board of whieli tlic oweimor is Ivut 
one member. 

He points out, however, that the superior po.sition of the gover¬ 
nor gives him a great moral influence, and, if he is a strong type, 
he can be very influential, notwithstanding his lack of legal powers. 


4, p. 
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In the national government, on the other hand, all action 
that has been taken has been directly towards the erection of the 
Presidency into the office of administrator in chief of the govern¬ 
ment, Thus, General Lord, the present Director of the Bureau of 
the Budget, was in a position to stale in his address at tne second 
annual meeting oi the President and the chief administrative 
officeis of the government, as follows:"’ 

Ill sinninni-izinn*, as I have done, the conditions wliicli 
existed prior lo 1 he eominencemcnl ol' operation under the 
Budj^et and Aceonnlino' Act my sole intent has been lo 
make plain the revolution lliat has taken place in the Imsi- 
iiess of the iTovcrnnieut since the onaetment of this resolu¬ 
tion. A lit fie rnoj'c tlnui a year a .go a new era was 
iinnigiiinted; the President for the first time in history of 
this cAmnli v look his logical x>htec as the head of the Inisi- 
ness orgaiu/ntion of the governnumt and assumed all of the 
great ros|)Oiisibilily devolving upon Ills direct leadership. 

Action Required lo Erect the Office of Chief Executive 
into that of General Manager. Having stated the problem 
and viewed briefly existing conditions and tendencies, it remains lo 
state more definitely the action that must be taken by a govern men I 
if this principle ol admiuistralive organization is lo be put fully 
into eflccl. 

Line of Administrative Authority to Run ihroiijL.h 
Chief Executive to the Legislature. 11 the chief executive is 
really to be given the power, duties, and responsibilities of a 
general manager, a first requirement is that the law providing for 
the organization and administration of the administrative branch of 
the government shall clearly provide that the line of’administrative 
authority shall run from the several operating services through the 
departments to which they belong, if a departmental system of 
organization is employed, to the chief executive, and from the 
latter to the legislature, instead of directly from the operating 
services or departments to the legislature, as is now usually the 
case in both our national and stale governments. The principle, in 
other words, should be definitely adopted of making purely ad¬ 
ministrative officers the subordinates of, and subject to, the superior 
authority of the chief executive.^ This docs not mean that the 

•‘Atidross of the President of the United St.-ifcs an 1 the Director of 
tlie Burc.'iu of the Budget at the Second Annual Meeting of the Business 
Orga nizaiion (^f GoveriiUient, duly Jl, I: DU, P. 8. 

♦Ut will be noted that care has been taken to make this requirement 
apply only to imrely administrative officers. There are certain officers 
usually deemed lo belong lo the adniinistrntive branch whose functions 
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chief executive shall have plenary powers to give orders to, or to 
substitute his judgment for that of, such officers in respect to the 
performance of their several duties, but rather that they shall be 
accountable to him for the manner in which they perform the 
duties conferred upon them by Jaw and that he shall have all the 
powers necessary to enlorce such accountability. Especially should 
he have full authority to make such investigations into the organiza¬ 
tion, activities, and methods of busine.ss of the several administalive 
services, to have access to their books and records and to require 
of them such inforniation regarding the manner in which they are 
conducting their affairs as in his opinion are necessary in order that 
he may assure himself that such affairs are being honestly con¬ 
ducted and with a maximum of efficiency and economy. The pri¬ 
mary responsibility of the chief executive to ihelegislature as general 
manager is that of seeing that the administrative affairs of the 
government are being honestly, efficiently, and economically run. 
Unless therefore, he has this authority, neither can he meet this 
rc.sponsibilily nor can the legislature consistently hold him to it. 

Heads of Administrative Services to be Appointed and 
Removable by the Chief Executive. With the principle once 
adopted of holding the chief executive responsible, as general 
manager, for the manner in which the heads of the several admi¬ 
nistrative services perform their duties, it follows logically that he 
should have the selection of such officers and the power to remove 
them if in his opinion, such action is in the interest of good ad¬ 
ministration. It is hardly necessary to say that the adoption of this 
method of selection will necessitate a radical change in existing 
methods of selecling administrative officers. At the present time the 
power of the chief executive to determine who shall be at the head 
of administrative services is limited in at least three important 
ways. In the first place, in all but a comparatively few of the states, 
a considerable number if not the majority of the chief administra¬ 
tive officers hold office by election by the people. Secondly, where 
the appointment of such officers is vested in the chief executive, this 
power of selection can only be exercised in conjunction with the 
upper house of the legislature. Finally, in the case of many of the 
states at least, the chief executive can only remove officers appoint¬ 
ed by him, by and with the advice and consent of the upper house of 
the legislature, upon the concurrence of that body being obtained. 

arc political, quasi-judicial, q^asi-legi9lativc, or of a control eluiracter 
rather than administrative, strictly speaking. Refenco is made to such 
offices as meivibors of public utilities commissions, and the comptroller 
or auditor. Due to the nature of their duties, they should not be subject 
to the authority of the executive in the same way as the heads of the 
administrativo services strictly speaking. 
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It is not our purpose in the present place to enter into any ex¬ 
tended discussion of the arguments that can be urged in favour of, 
or against, these limitations upon the power of the chief executive 
to select and remove his administrative subordinates. All that it 
is desired to do is to bring out the fact that these limitations, do 
violence to the fundamental principle of imposing upon the chief 
executive the powers, duties, and obligations of a general manager; 
and, furthermore, that in their actual operation they not only 
produce political evils of a serious character, but also undoubtedly 
militate against an efficient and economical administration of public 
affairs. Whatever may have been the motive for the adoption of 
these provisions in respect to the selection and removal of admi¬ 
nistrative officers in the past, it is submitted that the necessity for 
them no longer exists. In the early days there was a real appre¬ 
hension that the executive might make illegitimate use of the powers 
of his office, and to meet this apprehended danger, so-called checks 
or balances were introduced into our political system. Practically 
all students of our political institutions are now agreed that if this 
danger exists at all, it is to be met by olher means than those 
which tend to diffuse responsibility and make difficult the harmoni¬ 
ous co-operation of the several branches into which the government 
is divided. This position is further strengthened by the fact that 
other and more effective means of control over the executive have 
been developed in recent years, especially through improved 
accounting and reporting methods and the making of provisions for 
the examination and audit of all administrative expenditures by a 
comptroller or auditor who is independent of the executive and 
reports directly to the legislature. 

It will not escape notice that the position here taken that the 
heads of all purely administrative services should hold office by 
appointment by the chief executive and be subject to removal by 
him, constitutes the essential feature of the so-called ‘‘short ballot 
movement,” which has made substantial progress during recent 
years. Furthermore, it should be stated that practically all in¬ 
quiries that have been made into the practical workings of the 
system of requiring the consent and approval of the upper house 
of the legislature to the appointment of administrative officers 
condemn this system. It is indeed, difficult to bring forward any 
arguments in its support. 

Chief Executive to Exercise General Control over 
Institutional Activities of the Administrative Services. 
Another duty pertaining to the chief executive as general manager, 

7Soe specially the report on ‘‘Methods of Appointment’^ in Messngo 
of the President Transmitting Reports of the Comtnisaion on Economy 
and EfTidency, April 4,1912. 62 Cong. H. doe, 670 , 
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is that of prescribing, or controlling, the manner in which the 
several operating services perform certain, or all, of their duties. 
As will elsewhere be pointed out more fully, analysis of the duties 
or working activities of an administrative service shows that they 
fall into clearly distinguishable classes; those which the service 
has to perform in order that it may exist and operate as an organi¬ 
zation or institution, and those that it must perform in order to 
accomplish the ends for which it has been established and is being 
maintained. These two classes of activities may be designated as 
institutional and functional. The institutional activities embrace 
such work as maintenanceT care and operation of plant, the recruit¬ 
ment and management of personnel, the purchase, custody, and 
distribution of supplies, the receipt, custody, and disbursement of 
moneys, the keeping of accounts and the preparation and rendition 
of reports, the handling of correspondence and files, and other like 
matters. The functional activities consist of the performance of 
the special or technical duties involved in carrying on the work for 
the performance of which the service is maintained. 

This distinclion between the two classes of work to be perform¬ 
ed by a service is, as will be hereinafter shown, of fundamental 
importance in determining many matters of practical administra¬ 
tion. It is only mentioned here due to its direct bearing upon the 
duties of a general manager. 

The two classes of activities differ not only in respect to the 
purposes for which they are performed, but also in their funda¬ 
mental character. Functional activities are special and technical, 
and are different for each kind of service. Institutional activities, 
on the other hand, are similar if not identical in character for all 
services. It is highly important, therefore, that as far as is 
practicable they should be performed in the same manner. To 
state this in another way, it is desirable that the methods of per¬ 
forming these activities should be made uniform or standardized 
throughout the government services as far as circumstances will 
permit. This is desirable not only in the interest of economy 
and efficiency but also in order that the operations of the services 
may be compared one with another, and consolidated showings of 
operations be made. Especially is it important that there should 
be uniform methods of accounting and reporting. 

In order that uniformity may be secured and most efficient 
methods employed, it is necessary that the power to prescribe and 
subsequently to enforce the manner in which these duties shall be 
performed shall be vested in some agency exercising general juris¬ 
diction over all the services. The only agency having such general 
jurisdiction is the head of the jurisdiction. If this imporlanl 

F. 6 
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phase of public administration is to be properly handled, it 
comes the duty of the chief executive, in his capacity as general 
manager, to take the action required in order to ensure that this 
class of activities is being properly performed. In doing so he 
has to consider whether the end sought can best be secured by 
prescribing the methods to be followed by the several services 
or by bringing into existence central agencies, such as a central 
purchasing agency, a central accounting office, etc., to act for all 
the services. This, however, is a matter that will be more fully 
handled in another place. 

Adniiiiistrative Reports to be Submitted by or through 
the Chief Executive. Another feature that is desirable, if the 
policy of general managership of the chief executive is to be fully 
carried out, is that all communications between the legislative and 
adininislralivc branch shall pass through the hands of ihe chief 
executive. This means in ihe first place that all requesU by the 
legislature for special inlonnation regarding adnnni«tralive affairs 
shall normally be addressed io the chief executive and the informa¬ 
tion itself shall be secured and submitted by him. Secondly, it 
means that the law should j'>rovide that the annual or biennial ad¬ 
ministrative reports required of adrninisLialive officers fhould be 
submitted to the chiel executive and by him transmitted to the 
legislature as suppoiling documents to the annual or biennial ad¬ 
ministrative report, which he himself should be required to sub¬ 
mit to the legislature upon its convening in regular session, ihe 
desirability of this provision is obvious. It is a prime obligation 
of a general manager to lay before his board of directors at 
regular intervals a full and detailed slalement of how affairs have 
been administered in the past by him and his subordinates 
and of present conditions and needs. If he is to do this pro¬ 
perly he must himself secure the detailed data needed by him from 
his suboidinates. To do this he must have adequate power to 
determine the character of information that .sliall be furnished 
and the manner of its presentation. It is {urlhor de: irable that 
the several reports shall have a direct relation to I lie cliief execu- 
livcV report and that an opportunity shall be aflorded to (lie 
chief executive to comment upon their content? and to make 
known lire extent to which he agrees with and siippoils the state¬ 
ments and rccomrnendaiions therein made. The reporting system 
here advocated is (hat which obtains in all wcll-organi/:G(! and 
administered private corporations. The point at issue may not 
seem to be oi great importance. Failure to provide for it, how¬ 
ever, will lend to obscure the relationship that should exi.sl bet¬ 
ween the chief executive and the legislature on the one hand and 
between the several administrative officers and the chief executive 
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on the other, and to introduce confusion in the practical adminis¬ 
tration of affairs. 

The Budget to be Prepared and Subiuitted by the Chief 
Ext'cutive. Finally and in some respects most important of all, 
the law should provide that all recommendations for the raising of 
revenue and the granting of funds for the support of the govern¬ 
ment should emanate from ihe chief executive. As general mana¬ 
ger it should be his duty to make full report not only regarding 
past operations and present conditions bui; also a statement as to 
the provision which, in his opinion, should be made for meeting 
the revenue and expenditure needs oi the j^overnmenl in the 
future. This recommendation should go forward in the form of 
a document known as a budget, the purpose of which should be 
to get before the legislature at one and the same time a complete 
financial and work program in order that that body may determine 
the relative importance of the several proposals, and their rela¬ 
tion to each other and the bearing of these proposals as a whole 
upon the general condition of the treasury. The greatest criticism 
that can be made of the workings of our governments in the past, 
is that they have attempted to function without any definite pro¬ 
gram. So long as administrative officers were allowed to appeal 
directly to the legislature for authorization to engage in activities 
and for the grant of funds, the formulation of such an administra¬ 
tive program was impossible. One of the greatest advantages 
sought in erecting the office of the chief executive into that of a 
general manager is to correct this condition of affairs. 

This is a subject which will be more fully handled when we 
come to consider that branch of administration having to do with 
the management of the financial affairs of the governmeiil. It has 
been necessary, howxver, to make mention of it here, since it 
constitutes so essential a feature of the program of making the 
chief executive a real business manager of the government 
corporation. 

Legal Status of the Chief Executive as General Manager. 

Before leaving this subject a few words should be said regarding 
the legal status of chief executives as officers exercising adminis¬ 
trative powers. As chief executive the President and the gover¬ 
nors of the states are co-ordinate in status and authority with 
the Congress and the state legislatures. As such they are indepen¬ 
dent of those bodies. They draw their authority directly from the 
people and are responsible only to the latter. As regards their 
executive duties, they are in no sense either subordinate or respon¬ 
sible to the legislature. This results from the principle of the 
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separation of powers, which is one of the prime characteristics of 
our political system. 

As general manager the chief executive, however, will have 
quite a different status. In this capacity he will be strictly a sub¬ 
ordinate of the legislature, the agent through which tfe latter 
exercises the powers of general administration. He will have only 
lho.se powers and duties which are expressly conferred upon him 
by the legislature, and is under the obligation to account to that 
body for the manner in which he discharges these delegated 
powers and duties. As a general manager he will, in a word, 
occupy precisely the position of a general manager in a business 
corporation and be subject to the direction, supervision, and 
control of ihe legislature in the same way that the general mana- 
ger of a private corporation is subject to the superior authority of 
the board of directors. 

In making this statement it is recognized that there is present 
in private undertakings an important element of subordination and 
control that is lacking in our political systems; namely, the power 
of the policy-determining and order-giving body, the board of 
directors, to appoint and, if desired, to dismiss the general 
manager, and to give him orders of a mandatory character. 
This power is lacking in our political systems. Not only is the 
chief executive selected and his tenure of office determined inde¬ 
pendently of the legislature, but it is pretty well established, in the 
case of our national government at least, and probably in the case 
of most of the stales, that the chief executive can, if he desires, 
refuse to accept duties and responsibilities which are not expressly 
conferred upon by the constitution. The Congress and the 
legislatures are, thus, in a position where it is impossible for them 
to give orders to the chief executive in respect to administrative 
affairs that are of a mandatory character or enforce responsibility 
even when duties of this character are accepted by the chief 
executive. It is in consequence of this condition that statutes 
enacted by Congress having for their purpose to impose adminis¬ 
trative duties upon the President are not, except as a matter of 
oversight, so worded as to direct the performance of such duties: 
the language usually employed is that the President is “hereby 
requested” or “authorized” to do things covered by the statute. 

At first sight it might seem that this situation, resulting from our 
doctrine of ihe separation of powers, would render it impossible 
effectually to establish the system under which the chief executive 
will be a real business manager and perform his duties as such in 
proper subordination to the legislature. In point of fact little diffi¬ 
culty on this accoupt is encountered This is due lo a number of 
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facts. In the first place no officers of government are more convinc¬ 
ed than are the President and the governors of the stales of the 
correctness of the principle that they should be made the real heads 
of the administration. They are only too willing to accept the 
adininisli alive duties and responsibilities that are imposed upon 
them in putting this principle into application. They, further¬ 
more, recognize that it is their duty loyally to put into ellect legis¬ 
lative determinations, even though technically they might refuse lo 
do so. Their duty lo see that the laws are properly enforced, is 
deemed lo apply lo their own duties as well as those of other 
officers. They also appreciate that, in performing these adminis¬ 
trative duties, they are acting as agents of the legislature and ought 
to render to that body a due accounting of the manner in which 
they perform their duties. Practically, therefore, nolhing stands 
in the way of the progressive development of this system, except 
the single fact that the legislatures do not themselves determine 
who shall act for them as general managers and do not have 
the power to dismiss such managers if they prove unsatisfactory. 
This, however, affects the personnel phase of the problem rather 
than the system itself.® 

®TLc government offering the closest approximation to the board of 
dircctoTs-general manager system of private corporations is probably 
that of Switzerland. Under that government not only is all adminis¬ 
trative authority vested as in the United States, in the legislature, but 
the latter body selects the chief executive and, either directly or indirect¬ 
ly, all other administrative oflieers. The chief executive and other admi¬ 
nistrative olTQeers, in so far as their administrative duties are coneoiued, 
are thus the direct agents of the legislature, and are subject to its 
orders and control in the same way as are the general manager and 
other administrative officers of a private corporation to the board of 
directors. Moreover, the whole subject of administration is deemed to 
be non-political in character. There is no thought of changing adminis¬ 
trative officials when a change of parties in power takes place in the 
legislature. Nor do the heads of departments change when their 
proposals are not accepted by the legislature. The actual working 
relation between the legislature and its administrative agents arc almost 
identical with those obtaining in a private corporation. The legisla¬ 
ture frequently requests such agents to prepare measures to accomplish 
a certain end decided upon, and to come before it for the purpose of 
explainiug such proposals. After a final d 'cision is made the adminis¬ 
trative officials put them into effect, regardless of whether (hey conform 
to their opinion as to what is wise or best. This feature of the Swiss 
constitutional system, under which matters of administration are taken 
out of the domain of politics and put upon a purely business basis, and 
administrative officers derive their powers directly from the legislature 
and constitute but agents through which the latter secures the putting 
into effect of its administrative determinations, constitutes probably 
the most characteristic feature of the Swiss system of government. It 
represents a system of administration towards which American practice 
is tending, notwithstanding the obstacles that stand in the way in the 
form of our doctrine of separation of powerSt 
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General Summary. The foregoing ha$ served a double 
purpose j that of indicating in outline at least the general 
character of the powers that should be conferred upon a chief 
executive and the duties that should be performed by him if he is 
effectively to function as head of the administration; and that of 
the advantages that attach to the adoption of the policy of giving 
to him the powers and duties of this office. Fundamentally these 
advantages consist in making of the administrative branch, both as 
regards its organization and its practical operations, a single, inte¬ 
grated piece of administrative machinery, one in which its several 
parts, instead of being disjointed, and unrelated will be brought into 
adjuslincnt with each other and logclhei make a harmonious 
whole; one that possesses the capacity of formulating a general 
program and of subsequently seeing that such program as is 
formulated is properly carried out; one in which means are pro¬ 
vided by which duplication of organization, plant, personnel, or 
operations may be eliminated, conflicts of jurisdiction avoided 
or promptly settled, and standardization of methods of procedure 
secured; and finally; one in which responsibility is definitely 
located and means for enforcing this responsibility provided. 



CHAPTER IV 

THE BUREAU OF GENERAL ADMINISTRATION 

Need for a Bureau of General Administration. It must 
be evident from the foregoing sketch of the duties and respon¬ 
sibilities attaching to the office of general manager, that, if the 
chief cxeculive is really to perform the duties of that office, if, in 
other words, he is to be other than nominally the head of the 
administration, means must be provided by which he can in fact 
meet these responsibilities. 

First, he must have means by which he can keep himself fully 
informed regarding the character of the organization of which he 
is the head, its duties and activities, the manner in which they 
are distributed among the several organiz ition units, and the 
methods of operation employed. This, as will later be pointed out, 
can best be supplied by the preparation of chart or outlines of 
organization, descriptions of the history, activities, and organization, 
of the several services making up the administrative branch, manu¬ 
als of procedure, etc. If these are prepared according to a systema¬ 
tic plan and properly assembled they will furnish a handbook 
that will be of great value not only to the chief executive but to 
all other officers of the government and the general public as 
well.^ 

Secondly, means must be at hand by which the chief executive 
can currently keep in touch with operations of these services, 
determine when and how he ought to intervene in order to straighten 
out jurisdiction or other disputes between services, and generally 
do those things which will ensure a harmonious working of the 
several parts of the administrative machine. Information of this 
kind is to be secured only by the organization of a system of 
records and accounts and the requirements of such periodical reports 

U)iie ut! the first tr'skw iimlcrt.ikefi by Iho luatitute for Crovormiiciit 
itcso.’trch tbo supplying of the nationnl government with iiifor- 
mntioii of tins t-'hnracier Ihroiigh its series of “Service Monographs of 
the United Stales G(jveriiinent.»» I)no to the vast scale upon which (lie 
operations of this govcniinout arc carried on, the great variety of its 
activities, and the complexity of the administrative machinery employed, 
ills especially desirable that this work of making known the facia 
regarding the organization and work of Iho adminiatrativo branch should 
be undertaken. When this series is completed it will furnish informa- 
tion regarding the organization and activities of the national govern¬ 
ment of a character that does »ot exist for any other government of 
importance. 
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administrative affairs are being conducted and obligations are being 
met. In addition he must have the means by which he can make 
such special investigations or inquiries into the organization and 
operations of particular services as circumstances may require. 

Finally, means must be provided by which he can give intelli¬ 
gent consideration to all requests emanating from the several work¬ 
ing services for authorizations to engage in new or enlarged activi¬ 
ties, or for the grant of funds for future operations, so that he can 
formulate his annual or biennial budget or financial and work 
program for submission to the legislature If this document is to be 
properly prepared, it is essential that he shall prescribe the form in 
which the requests for authorization to engage in work and for the 
grant of funds shall be prepared and the character of supporting 
data that shall accompany them. This is necessary in older that the 
scheme oi presentation of the budgetary data may conform to some 
logical and consistent principle and the several items be susceptible 
of being brought together in significant sub-totals and totals and 
comparisons between services be made. These estimates, when 
received, must be subjected to critical exaininalioiis for the purpose 
of determining, not only their reasonableness, individually con¬ 
sidered, but also their relative merits and the extent to which their 
approval is warranted by the general condition of the government’s 
finances. Thereafter, they must be compiled, analyzed, and other¬ 
wise put into shape lor presentation to the legislature. 

Manifestly, it is impossible for a chief executive, even did he 
have no other duties of a general and political character, personally 
and unaided to keep in touch with administrative conditions and 
operations; to do this work of prcsciibing the character of records 
and accounts that shall be kepi, the reports that shall be rendered 
and the form in which estimates shall be submitted; to receive, 
compile, and critically examine the data so furnished; and to for¬ 
mulate the documents through which his determinations are to be 
expressed. If the requirements of the situation are to be met, it is 
imperative, therefore, that the chief executive shall be provided 
with technical assistance that will enable him to do this work. This 
assislance should take the form of the creation of a special service, 
to be known as or at least having the functions of, a bureau of 
general administration. 

Legal Status of Bureau of General Administration. Repre¬ 
senting as it docs the agency through which the chief executive 
is to perform his duties as general manager, it would seem to be 
evident that this bureau of general administration should be inde¬ 
pendent of all other administrative agencies and attached directly 
to the office of chief executive. It would hardly be necessary to 
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emphasize this point but for the fact that it is one which has been 
largely disregarded in efforts that have been made to create such an 
agency in the United Stales. As will later be pointed out 
the question as to whether the Bureau of the Budget, which 
was to serve as a bureau of general administration for the 
President of the United States should be directly attached to the 
Office of the President or made a subordinate bureau of the De¬ 
partment of the Treasury, constituted the main point of issue 
between the Senate and the House of Representatives in the fram¬ 
ing of the act that gave to the national government a budget system. 
This issue was resolved by placing the bureau nominally under the 
Treasury Department, but making it m fad a direct agency of the 
President. It is none the less unfortunate that its legal status does 
not conform to its actual working relationship to the latter.- 

In those slates which have within recent years taken action look¬ 
ing to the reorganization of their administrative branch, the adop¬ 
tion of a budget system, and the conferring upon the governor of 
the duties of a general manager, the policy most generally adopted 
has been that of making one of the administi-ative departments, 
the department of finance, the organ of general administration. 
Though, ill the opinion of the writer, it would have been belter to 
have followed the example of the national government and have 
given to the chief executive an agency lh(al was in effect inde¬ 
pendent of the oilier administrative services, this system can give 
excellent results, provided that, as in the case of the British 
Treasury, it is made perfectly clear that, the department of finance 
has a status quite different from the other administrative service; 
that it is the executing agency of the chief executive and subject 
to his direction and control. Otherwise, there is a division of 
responsibility between the chief executive and the head of the 
department of finance that is not only undesirable, but also has 
the disadvantage of les.sening the emphasis upon the principle 
of looking to the chiel executive as the officer having general 
responsibility for the control of the conduct of administrative 
affairs. 

In the cities the tendency has been to erect the office of 
comptroller into an organ of general administrative control. This 
is especially true in the larger cities and notably in New York and 
Philadelphia. This scheme of organization does violence to the 

For fuller statcTncnt of thR reasons for innking tbe Bureau of the 
Butlg«‘t indcpeiiuont of Ihc Trt^asury Department, s« e Part IV ‘‘Problem 
of Finaiuie” p. 1-7 and the \vTit(?r’s recent work. Tlic National Budget 
SysteuJ^ with Suggestions for Its Improvement, Institute for Government 
Research Studies in Administration iy27. 

F.7 
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principle here contended for, since the comptroller is completely 
independent of the mayor, being elected directly by the voters. 
His office is. thus, in no sense an agency of the chief executive, but 
rather an agency of the legislative branch or the people for the 
exercise of control over the administration as a whole, including, 
the mayor himself. As will later appear, it is highly desirable 
that the legislature shall have an agency of control such as is 
possessed by the national government in Us office of Comptroller 
General of the United States, but the chief executive should have 
an agency of general administration independent of this office. 
One of the most difficult problems of administration is that of the 
determination of the respective powers and duties of these two 
agencies and the telalions that they should have to each other. 
This is a matter that will receive full attention when a consideration 
is given to the special problem of financial administration. 

Powers of Bureau of General Administration. It 

might seem at first sight that the problem of determining the powers 
and duties of a bureau of general administration would be a 
comparatively simple one. Examination, however, shows that 
this (s not the case. If the service is to work smoothly, it is 
necessary that certain things should be done. In the first place 
it should be made perfectly clear that the bureau as such should 
be given no powers of its own. All grant of powers in respect 
to the control of administrative services should be made to the 
chief executive. The bureau should be merely the executing 
agency of the chief executive, the organ through which the latter 
exercises the powers. Everything that it does should, therefore, 
be done in pursuance of orders or of authorizations given to it 
by the chief executive. 

Emphasis is laid upon this requirement, since, at the lime that 
the proposal for the creation of a budget system for the national 
government was under consideration in Congress, fear was ex¬ 
pressed that the proposal for the creation of a bureau of the bud¬ 
get that would perform the duties of bureau of general adminis¬ 
tration and furnish an agency through which the President might 
discharge his budgetary duties, would result in the creation of a 
supercabinet officer ; something which all were agreed should not 
be done. This danger would have been a real one had the pro¬ 
position been one of conferring general supervisory or order 
giving powers directly upon tlie bureau. It was avoided, however, 
by giving consideration to the principles that have been expressed 
and of vesting all general overhead authority in the President and 
making the bureau but the latter’s executing agency. 

Secondly, it should be made equally clear that the bureau of 
general administration should not be an operating service using 
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that term in the special sense of having responsibility for the 
performance of tasks of an operating character. Its functions 
should be solely those keeping in touch with the operating ser¬ 
vices. of securing the information needed by the chief executive 
in order to ensure that such services are properly conducting their 
affairs, and of fornuilaling and enforcing on behalf of the chief 
executive general rules and regulations requiring uniform or 
standard methods of procedure in so far as such uniformity of 
procedure is desirable. 

The foregoing represents what may be termed the primary 
functions of a bureau of general administration. It is quite possible, 
however, to make use of this agency for the performance of func¬ 
tions of control that are of a more affirmative character. In our 
consideration of the duties of the chief exeruLive as general mana 
ger, the distinction has been made between the activities which 
operating services have to perform in order that they may exist 
and operate as organizations or institutions, to which the term 
institutional is given, and those that they mast perform in order 
to accomplish the ends for which they have been established and 
are being maintained, which were designated as functional. It was, 
thus, pointed out that the problem of overhead control in respect 
to the performance of institutional activities was quite a different 
one from that of control of functional activities. There has been 
a strong movement in recent years to vest in some central agency 
the control, if not the actual execution, of the more important 
activities of first class. This has found expression in the estab¬ 
lishment of central accounting offices, central purchasing agencies 
and the like. There has also been development in the way of 
strengthening the direct control by the chief executive over the 
contracting of liabilities, the engaging in new activities by operat¬ 
ing services, and other phases of administration. To the extent to 
which this policy is adopted it would seem logical that the actual 
exercise of this control or performance of institutional activities 
should be entrusted to the bureau of general administration or to 
special agencies that should be subordinate divisions of that bureau. 
The writer has, thus, recommended that in the case of the national 
government, the control now exercised by the Public Buildings 
Commission over the allotment of quarters to the administrative 
services and by the Joint Committee on Printing over publications 
to be issued by the .services be transferred to the Bureau of the 
Budget and that the General Supply Committee, now a subordinate 
service of the Treasury Department, be made a subordinate ser¬ 
vice of that bureau. The adoption of this principle would seem 

• See The National Budget System. 
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to carry with it the desirability of making the central personnel 
agency* the Civil Service Commission, likewise a subordinate 
agency of the bureau of general administration. There arc, how¬ 
ever, special reasons in this case which make it advisable that this 
should not be done. These reasons will be fully set forth when we 
come to consider the >pecial problems of personnel administration. 

No attempt is here made to consider the problem of the extent 
to which it is desirable that central control in respect to the matters 
that have been mentioned ; hould be set up This problem is one 
that can best be considered in connection wilh the consideration of 
these particular questions. 

This problem of oiganization for the pcifovmancc of the func¬ 
tion of overhead administraiion and control, is such an impoiUnt 
one that it is ol value to indicate how at least some of the more 
important governments have lael it. This statement of actual 
practice will biing out more clearly the nature ol the problem and 
the considerations to be borne in mind in seeking to solve it. 

The Britif^h Treasury as an Organ of General Arlniinis- 

tration. Undoubtedly the best example that exists of a bureau of 
general administration having the statutes, powders, and duties that 
such a service should have is that of the British treasury. That 
department, notlnvithslanding its narpe, is a real bureau of gene¬ 
ral administration in the fullest acceptance of the term. It has a 
status distinct from, and, as regards matters of general administra¬ 
tion, superior to, the so called spending services. Wilh but one 
exception, which is recognized by the British themselves as an 
undesirable feature, it has no operating duties, strictly speaking. 
Apart from this exception, its sole function is that of acting as an 
agency of general direction, supervision,and control over those 
services W'hich have operating duties. In viev/ of the iact that this 
department constitutes by far the most striking and successful 
example ol a bureau of general administraiion, such as it is urged 
should be established by each of our governments, we are fully 
justified in reproducing below' the greater part ol the general 
summary which the author gave of the organization and work of this 
department in a report which he made as chairman of a commis¬ 
sion to investigate and report upon the system of financial adminis¬ 
tration of Great Britain.^ After giving in some detail the powers, 
duties, organization, and practical operations of this department 
he said: 

The eommis'sioii oiitered iipon its study of lire finaiieia] 
system oi‘ Gieal Britain with a I'air appreciation of the fact 

^Tl.c of Finai’cial JSdiiiinistralion of Great Britain, by W. P, 

WiI]oiijibby, W. W. WilJcngliby, and R. M. Lindsay. Institute of 
G( V(Ti)»nent IfescMcb iSiudiesin Administration, 1917* 
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I lull .lolhc Treasury l.)oi»arlinen1 was f>iven largo powers of 
control ill respect to the. loimalioii of the esTimales that 
were to be submitted 1o Pariiameut. Only as it prosoeuted 
its inquiries into th(‘ details ol' the manner in which the 
Troasiny exoi-cised its jiovvcrs did it come to a realization 
that,important as is this power of the Treasuiy in respeel 
to estimates, it conslitntod but one realute, one manifesta¬ 
tion, as it were, of llie far broader powm- that Ihe Treasury 
has to supei'vise and control, not only a.II matters r('lating to 
the financial ojiorations of the .government but pia<-tically 
all matters of ac(|tiiring funds and property and all matters 
(d‘inenrring obligations—which may b<'called the business 
fund ions as distinguished from the jiublie service activities 
of the government. .More and more as ils in vest i gal ion 
])roco(>ded. the. commission had borne in upon it the tact 
that in the Treasury the licitish (lovernment had a great 
organ of general administrative epntrol; thar Ujion it fell 
the duty and responsibility for the final determinal ion of 
wdiat form of organization the several departments of the. 
govm-nment slionid liavc, wdiat personnel was needed, what 
eomiiensation should he paid, ivhat new nndertakhigs should 
be authorized, wdiat ehauges should he made in the employ¬ 
ment of funds as provisionally allotted hy Pailiament. what 
new grants Parliament should be asked to make, wliat the 
works iM'Ograin of the government slioulu be, ele.:tliatin 
di.seliarging this function it was its duty to keep itself 
thoroughly informed regarding the eondition and needs of the 
severarserviees and use ils utmost endeavour to see that the 
government o]ieratJons were eondneted with the maximum of 
efiicieuey and economy; that in a word, the Tieasury was 
the one authority to which Parliament and the public look¬ 
ed to see that public affairs were administered ni an econo¬ 
mical and eflicicnt manner. The investigation al.so brought 
out another fact which the commission is sure has never 
been adequately ajiiireciated by foreign students, namely, 
that these broad powers of the Treasury, instead of being 
exerted once, a year when the estimates are hiought under 
consideration, arc exerted from day to day throughout 
the year. 

Still more imporlaul, the fact was developed that, not 
only had the Trca.suiy this important duly of acting as a 
general organ of administrative control, Vuif the duty cons¬ 
titutes praeticallv its exclusive function. .It is difficult to 
overestimate the importance, of this fact. Until it is appreciat¬ 
ed one totally misconceives the place of the Treasury in the 
British administrative system. Misled by Us name, the com- 
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Tnissioii he^’MU ils inquiries under I lie impression Unit, the 
nritisli Treasury eori-esponded fo ihe Trrasnry Dcparlnicnt 
ol* llio I'niled Stales Government, that to il was entinisled, as 
ils prinniry d'Uly, the mana^-cmenl oT the national finanees, 
the eo!iei-rion, enslody and dislnirsernenl of tin' puhlie 
ri'N'enlies, and that its powei's* in resp<'e1 fo (he rrainin^’ (d* 
tlie estimates wore, so to s])(\ak, iiKadental to this duly. No¬ 
th in^r is rurthei* fr m tiie Tact. It eannot ]>e statecl too 
empiiat ieaily that tlie I’ritish Trensiii-y is properly speakin<>\ 
not a pi(]))i*' sfo vieo deparrment at ail. M lias no pnhlie 
sei'viee diiiios of its own. Its runet ions are on ti rely auxiliary 
and roi! iMvi'ri<'ted to looking a ft(M* tin' finan(dial and 
j>hysie:il au.reiirs and to tlic supervision and eontrolof 
other drpa’■{ nr 111 Il thus stands in a eiass by itsoit'as a 
s^(n‘\ snpoi ior 1 o, a.nd in no s(mis{' <arordinato with the 
dt'pa 11 ments, whieli rend(M' seiwiees diret't to the puhlie, pi*o- 
porly sp(‘akiny. In .i';\e1 it does not deal with the juihlie; it 
does not <*o!lerl the pul)!i(' revenues—this is done by tlie so- 
eail<‘d ‘n*eveuiie departmonts'; it does not have the eustody 
of the j)ubi:(* Limds; it has to seeure “eredits’’ before it has 
any eoulrol over sii<*h rnnds; it does not audit puhlie expon- 
dituies—that is done by the Gomptrollei* and Auditor 
(ien(*ra!; il does not administer tiie ])nl>:i(' debt—tliai is per- 
ibi’inisl by a s(q>araie or^'an, the National Del)! Coriimis- 
sioners. It is true that tliese sevc'ral servi<'(^s ar(‘ often spoken 
of and in a way treated as snbordinal.e servie<N of the 
I’l'easui x'. but their snboj*dination is ])i'aeti(‘aliy 1 he same as 
that of depai'tments Avliieh perfoj*m puhiie services. 

Dnee we ^rasp the fniidaiTiental sta.tns ol the lU-itish 
Ti easury ainl the priiieij)ie Uf>on whieh its poAvers rest, all 
diflieuity in the way of understanding why the British 
syslom works .so smootlily disappears. The important Caet 
that the Tnited Stall's has to ieai’ii from this is that if it has 
any desire oi* intention to build up in the o’overnmeut a 
systi III of finaneial control analogous to lluit possessed by 
EnjU’land it must be prepared radically to reorj^ani;:o its 
Treasury Department as it now exists or to briiij^ into oxistoneo 
an entirely new or<»an to perform this fund ion. 

Fjom the foregoing account of the British Treasury it will be 
seen that the British government has carried the principle of vest¬ 
ing control over the spending departments in a central organ of 
general administration much further than is absolutely essential in 
order that a chief executive may effectively perform the duties of 
a general manager. Not only does this service have the power and 
duty of securing full information regarding how the spending 
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departments are organized, their activities, methods of business, 
needs, etc., of prescribing in the interest of uniformity, the general 
rules of procedure that shall obtain in respect to the purely business 
or institutional activities of such departments and of passing upon 
their requests for the grant of funds and authoiization to engage in 
new or enlarged activities, but it also currently controls them in 
respect to the employment of new personnel, the payment of 
increased compensation to their employees, the transfer of appro¬ 
priations from one head to another, and in many other ways. 

Bureaus of General Administration in the United States. 

Demonstrable as must be the necessity for an organ of this kind, 
it is only within comparatively recent years that any efforts in this 
direction have been made by either our national or our stale govern¬ 
ments. How slight was the appreciation of the need for such a 
service and of the value of the work that might be done by it, is 
evidenced by the fact that, until the passage of the recent budget 
act the President was without any means by which he could effec¬ 
tively meet his duties as head of the administration. His office was 
not even an office of record. Each President, when he left office, 
took with him all of the papers that had accumulated in his office 
during his administration. The new President entered an office 
with blank walls and empty file cases. He had at hand no data 
showing the organization of the government which lie was supposed 
to direct, its powers, duties, or methods. No provision existed for 
the receipt of information showing current conditions and operations. 
He had no subordinate whose duly it was to secure such information, 
or to keep in touch with the operations and needs of the several 
services. He was, thus, wholly without either the information or 
the assistance absolutely essential if he were to attempt anything in 
the way of exercising current control and supervision over the 
administration of public affairs. Practically the same condition of 
affairs existed in most, if not all, of the stales. No more emphatic 
demonstration exists of the fact that the chief execulives of our 
governments were not looked upon as officers having the duties of 
a general manager, or expected to exercise any really effective 
direction and control over the conduct of the .affairs of (he adminis¬ 
trative services, than is afforded by this general failure to provide 
such officers with any adequate machinery through wliich they 
might discharge such duties. 

The first appreciation of the need for an organ of general ad¬ 
ministration, such as has been described, arose in connection with the 
movement for the adoption of a budget .system by the several slates 
and by the nalioual government. It was seen by a number of these 
governnienls that if the chief executive were to be given the duly of 
formulating and submitting a budget, means mu.st be provided by 
which he could examine the requests for funds as they originated 
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in the spending departments and could make such inquiries into the 
organization, activities, and methods of business of such depart¬ 
ments as would enable him intelligently to determine their needs 
and the money that would be required to meet such needs. Parallel 
with this movement for budgetary reform, and often intimately 
associated with it, has been another movement having for its pur¬ 
pose to improve the whole system of administrative organization 
of the states and embracing, as one of its most essential features, 
the strengthening of the administrative powers of the chief execu¬ 
tive. As a result of these two movements there have been created by 
the national government and various of the states, organs of gene¬ 
ral administration which now play a dominant part in determining 
how administrative affairs shall be carried on. It is, of course, not 
practicable to describe all of these agencies. In the paragraphs 
that follow brief accounts will, however, be given of the more im¬ 
portant ones. These will serve to make known the different directions 
taken in setting up agencies of this character in the United States. 

Bureau of the Budget of the National Government. Of 

bureaus of general administration, much the most im{)orlant is the 
Bureau oi the Budget of the national government. 

The act of June 10, 1921, providing for the adoption of a 
national budget sy.slern, after vesting directly in the hands ol the 
President the duly ol formulating and submitting to Congiess each 
year a budget that shall constitute the complelc financial and work 
program which in his opinion should be adopted for the ensuing 
year provides for the creation of a service, to be known as the 
Bureau of the Budget, through which he may discharge the duties 
thus imposed upon him. This bureau, though nominally a subordi- 
dale service of the Treasury Department, functions, as has been 
pointed out, precisely as though it were an independent agency 
directly attached to the office of the President. It has at its head a 
Director and an A.ssistant Director, both appointed by llic Presi¬ 
dent, without the usual icquircmcnt that the appointment shall have 
the approval of the Senate, and both holding office at the pleasure 
of the President. The bureau as now organized embraces thirty- 
eight officers and employees and has the expenditure of $ 19(),()0(). 
In addition it makes use of the services of a large number of other 
employees, mostly army and navy officers, who are detailed for 
service with the bureau. 

Though the primary duly of this bureau is the preparation of 
the budgCjt for the President, it has, partly as the result of e;xpress 
provisions of law, and partly through action taken by the President 
in the exercise of his general power.s, most of the duties and respon¬ 
sibilities of a bureau of general administration as set forth above. 
The Budget and Accounting Act expressly provides that: 
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The Bureau, vrlien directed by the Presideut, shall make 
a detailed study of the departments and establishments for 
the purpose of enabling the President 1o determine what 
changes (with a view’ of securing greater economy and efifi- 
cier)(\\' in llie conduct ol.‘ llie publics servic'c) should 1)0 
made, in (J ) the existing organization, activities and nve- 
lliods oi’ business of such departmenls or cstablishmenls, 
(2) the appropriations therefor, (3) the assignment of 
particular activities to particular services, or (4) the re¬ 
grouping of services. 

•-X: «= * 

Under slich regulations as the President may j)resc]*ibe, 
(1) every department and establishment shall fiiinish to 
the Bureau such iniormation as the Bureau may from 
time to time recjuire, and (2) the Director and 
^\ssistant Dijeetor or any employee of iho Bureau wtien 
duly authorized shall, for the purpose of securing such in¬ 
formation, have access to, and the j‘jght to examine any 
books, documents, paijers or records of any such department 
or osta])jishmeut. 

It can thus be seen that in his Bureau of the Budget the Pre.si- 
dent has a special organ through which he can secure full informa¬ 
tion regarding the organization, activities, methods of procedure, 
and needs of the several services, keep in current touch with all 
their operations, and do those things which a general manager 
ought to do in order to assure himself that their affairs are being 
properly conducted. 

Though no express grant of power was made by the act to the 
President to control the expenditure of funds granted or to pre¬ 
scribe methods of procedure by the operating services in the per¬ 
formance of their duties, the President has in fact, from the 
beginning made use of this bureau as an agency of general adminis¬ 
trative control. Me ha.s caused to be set up under its direction 
a large number ol beards having lor their function to work out 
standard forms of contracting, standard specifications to be em¬ 
ployed in making government purchases, and uniform rules of 
procedure for the conduct of practically all of the institutional 
activities of the spending services. The use of these documents 
and procedure have been prescribed by executive orders or regula¬ 
tions issued by the Bureau of the Budget under the direction and 
approval of the President. Operating through the bureau, the 
President has required all the spending services to .set aside a part 
of their appropriation as a reserve fund to be drawn upon only 
to meet emergencies, has directed that no service shall engage in 
a new activity, whether authorized by law or not, until the matter 

F. 8 • 
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has been passed upon by the Bureau of the Budget and in various 
other ways has brought the whole conduct of administrative affairs 
under his general direction and control. The character of the 
work thus done will be more fully considered in pari HI, dealing 
with the problem of financial administration.^ 

Dcparinient of Finance: Illinois. In the Department of Fin¬ 
ance of Illinois we have the leading example of the vesting of po¬ 
wers of general administration in one of the executive departments 
that of finance, instead of creating for this purpose a special agency 
directly atlached to the office of the Governor. Illinois was one 
of the lirsl of the slates radically to reorganise its administrative 
system through the grouping of the greater number of its adminis- 
tralive services in departments, and the conferring upon the Gover¬ 
nor of many of the duties of a general manager according to the 
national government plan This was accomplished through the pas¬ 
sage of the act in relation to the Civil Administration of the Stale 
Goveinment, March 7, 1911. Among the departments thus pro¬ 
vided foi was the Department of Finance, the head of which like 
ihoire of the other departments, is appointed by the Governor with 
the approval of the Senate and holds office for four years. Fol¬ 
lowing the analogy of the British Treasury, this department was 
made the agency for formulating, on behalf of the Governor, the 
biennial budget, and otherwise to act as an organ of general admi¬ 
nistration. I he scope of its powers may be seen from following 
enumeration of its duties as coniained in the act above cited. 

Tlie (lr]);irlTnoiil of liiianec sliall liavo power: 

J. To aiul r(‘(|uii'o the insuilliiiion of n tmi- 

loi 111 system ol l»()okkeei.)hii»', aeeotniliiig' and j*eporjfor 
Hie sevcivii dejiai'lmenls; 

2 . To jireseiliie foi nis Tor aveoiriils and fiiianeial rejiorls 
ainl sl.'itemeius foj' ilic sevej-al depai’lnienls; 

;j. To .sd jiei v iso arid e.\amine llio aeco^inls exj)mi(lil n |•(‘s 
o.r several deparlinenls; 

4. To exarniiK'. at any and ail 1 lines, into lln* aiMniraev 
jirid l(‘^■a! ity of'(lie aiM'oiinls, reeeipis and (*:xp(nuliln i es of 
tlie pnblif' moneys an<| tin* dispo.sil Ion and use of tin* jraiilii' 
projim ly by liie lieparl rnmns : 

1 n L(S‘j> sue]] sn.iniiiiiiy niid <'(.)nI Iny; aeiMniiils as 
may lu- nnvessai'y to deunanine liie a(eniany of jln‘ detailiMl 
iU'eonnis .iinl icpoi ls i’i'oni the seveial depai lmenls, and to 
jO’esn iiM- lli(' maniiei* and melliod ol’ ecrl i I'yi iie; llial rnnds 

'' For ;i (O' the organization ami work of |).i,‘ t.'ur(?au 

of the Budget, see Tii^* Nat ioiml Budget Syatem. 
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ai'C avuiliililc and acicquafc to meet aM conti'ai'ls and 
lioijs; 

6. To prcs(M‘i}KMiiii1ni'ni vtiIon I'riiiniv s]) 0 (/!fiu:i! ions 
foi* iKiirhasc ol. sii|)j)lios, tlio .uiviM I isminii lor projjosnis, 
j ho ojXTiin.ii’of hills aiol 1 h('in»*!.kin|[^ of awar’ils, lo ko(‘|> a 
oaljilo<irio f»r pi'ioos (.aii-ronl aiul 1i> analyze^ and lahuiatt; 
|)i-i<'OS paid ainl <iVianli1ios purohasod; 

7. To 0-\aiiiiiie, at any and id! iIk^ acooiinls of 

ovoiy jirivalo ooj jioral ion, insiil ut ion, assuuial ion or hoai’d 
{•(^('oiving- ap].)i‘opriations fioni tin* (Joiuoal Assoiuhiy. 

S. To ropoi't 1o llio Attorn(‘y ^koioral For sik'Ij aolion, 
oivil ()!• (n-iiTiijial, as Iho Atlornoy (ionoiad may doom noros- 
sary, ail .Faols slnm-iinn* illoiial ox^xmdiiTiros of tlio ])id)Iio 
nionoy or misaj)p!*opi'iation of liio pnlilii* prop(‘i'ty. 

f). 'I'o (‘xamiiK^ and approve, or disapprove, vouoliors, 
hills and olaims of llie several departments, and siU'li as nvo 
1)y law made suhjeel to I he a])]>rova! oF iho <Jo\oi oor and 
reFcrrcd to rl ])y the (loveiaioi*, and no vouehor, hifl or claim 
oF any dcjiartnuait shall ho. allowed wilhoiti approval and 
ocrtificate; 

10. To presej*il)e tlie Foim oF i-oceipN voncliei', hill or 
(‘laim to 1)0 tiled hy the sevenaj departments Avilh it ; 

11. In settling* the accounts oF Iho several departments, 
1o iiKjuire into and make an inspeetion oF ailicles and 
inatorials funiislicd oj* work a.nd labour perFormed, Foj* iho 
purpose oF asoci-taininja: tliat tlio priot's, (piaiity and amount 
of sueh a?-1 ieles or laluuir are Fair, just and ivasonahle, and 
that all llie reqnircmenls, (‘xpross and im|>lio«l. [uotainin^’ 
thereto Inave lieen oom])lied with, and to reject and disallow 
any excess; 

12. To prepare and roport to the (tovernor, when 
1 ‘equested, estimates of the income and revenues oF IIk' state; 

l.‘h To prepare and submit to the Governor, not later 
than the first day of JanuaTy ])rccedini>* llie con von ini? ol: 
the General Assembly, a state budget; 

14. To publish, from lime to time, For the information 
oF the several departments and of the general ])uhlic bulle¬ 
tins of the work of the government; 

15. To investigate dtiplication of work of departments 
and the efficiency of the organization and administration of 
departments and to formulate plans For the belter co-oidina- 
tion oF departments. 
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II will be seen from ibis enumeration that the powers and duties 
of the Illinois Department of Finance are broader and more definite 
than those conferred upon the Bureau of the Budget of the national 
government. Especially is this so in respect to the functions of 
examining accounts, prescribing the system of accounts to be kept 
by the operating services, and itself keeping central or controlling 
accounts. Its head thus performs the duties of a comptroller, duties 
which under the national government are performed by the inde¬ 
pendent General Accounting Office presided over by the Comptrol¬ 
ler General of the United States/’ It should be noted that, though 
this service is clisgnaled a department, and thus is co-ordinate as 
regards its status with the other administrative departments, which 
are spending services, it to all effects and purposes is a special 
agency available to the Governor in meeting his responsibilities as 
head of the administration. Like the British Treasury it has no 
duties off an operating character since the collection, custody and 
disbursement of public funds are entrusted to other agencies. 
Though the grant of powers is made direct to it instead of the 
chief executive as in tlie Federal Government the department func¬ 
tions practically as does the Federal Bureau of the Budget. 

Commission on Administration and Finance: Massa¬ 
chusetts. In Massachusetts the movement for the strengthening 
of the powers ol central direction and control over the operating 
services, and I he creation ol an agency through which this power 
may be exercised has resulted in an organization presenting impor¬ 
tant differences from that of Illinois. The history of the sieps 
leading up to the establishment ol this system is a most interesting 
one as revealing how slowly was the growth of appreciation of the 
idea of the necessity for providing for overhead control and the 
uncertainty as to the means by which this was to be accomplished. 
The movement for reform was inaugurated in 1912 by the passage 
of an act*^ providing for the creation of a Commission on Economy 
and Efficiency, which, in addition to having the duty of investigat¬ 
ing and making recommendations regarding action required in order 
to improve the administrative machinery of the state, was given the 

y This question us to whetJior the olticer performing the duties of 
comptroller should be un officer of the administrativo bruneh, and tlms 
subject to the general direction and control of the executive or should 
be independent of thut brnneh and directly responsible to the ]egi.slature 
or the people, is one regarding which there is much difference of opinion 
on the part of students of public administration. It is a matter thut 
will re -eive consideration in part III, dealing with Problems of Finan¬ 
cial Administration. On this reference may, however, here be made to 
the author's study. The Legal IStatus and Functions of the Comptroller 
General of the United JBfates Institute for Government Kesearch 
Studies in Administration 11127. 

7 Laws of 1912 c. 719, 
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operating function of examining the estimates for appropriations 
as compiled by the Audit and making recommendations in refer¬ 
ence thereto to the legislature. It will be noted that, while provision 
was made for an overhead scrutiny of estimates as emanating from 
the spending services, the agency making lhi.<j scrutiny acted as an 
agency of the legislature rather than of the executive. By act of 
June J, this commission was abolished and in its place was 

created the Office of Supervisor of Administration, the duties of 
which wpe substantially those of the commission which it sup¬ 
planted. This system was radically changed by the passage in 1918 
of an act® providing for a budget system, the important features 
of which were the vesting in the Governor of the duty of preparing 
and submitting the budget and the provision that the Office of 
Supervisor of Administration should act as his agency in comply¬ 
ing with his requirement. In the Constitutional Convention of 
1918, the administrative reorganization of the commonwealth 
received a great deal of attention, and an amendment to the 
Constitution was adopted providing that before 1921 there should 
be legislation for the organization of the administrative service 
into not more than twenty departments. In pursuance of this 
mandate the legislature on July 28, 1919. passed an act * group¬ 
ing the administrative services in fifteen departments. No impor¬ 
tant change, however, was made by this act in respect to the 
powers of the Governor over the operation of these services. 
Dissatisfaction developed in respect to this act, and the legislature 
in 1921 provided for the appointment of a special commis.sion 
on state administration and expenditures to investigate. This 
commission which w'as presided over by Mr. Edwin S. Webster 
and had the assistance of the engineering firm of Stone and 
Webster, reported in 1922, making important recommendations, 
among which were the reduction in the number of departments; 
the substitution of single executives to be appointed by the Gover¬ 
nor to head these departments where provision existed for directing 
boards or commissions; and the erection of one of these depart¬ 
ments, to be known as the department of administration and 
finance, into a department of general administration after the model 
of the Illinois plan, and the formation of a cabinet to consist of 
the heads of these departments. 

Only one of these recommendations has been adopted by the 
legislature and that in a form quite different from that proposed 
by the commission. By an act passed June 18. 1922,^^ provision 
was made for the abolition of the Office of Supervisor ol Adminis- 

Laws of 1916, c. 296. 

9 Laws of 1918. c. 244. 

10 Laws of 1919, c. 3.50. 

11 Laws of 1922, c. 545, 
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tration and ihe crealion in its place of a Commission on Adminis¬ 
tration and Finance, with greatly enlarged powers. Through this 
act there was brought into existence a body having the essential 
functions of a bureau of general administration. Ihe more im¬ 
portant provisions of this act follow: 

The act provides that the Commission on Administration and 
Finance shall be compo.sed of four members to hold office for four 
ycar.s and to lie apj^oinled by the Governor with the advice and 
consent of the Governor’s council, with the provision, however, 
that the first appointees should hold office lor one, two. three and 
four years, i especlively, to ensure that changes in the personnel of 
the board would take place only at the rate of one member a year. 
One of the f<nir members is designated as chairman by the Gover¬ 
nor. The scope ol the duties of this commission is set forth in 
Section S of the act in the following terms: 

All Ihe rijilits, ])Owers, clnlios niid oblii>':itioiis of said 
offieii (or siijX'i'visoj' of adminislralion ) and 11ios(‘ oi' Ihe 
stale ij'cas'ii’er lelalivc* lo l)ooklveej)in<>‘ and aceonnlinin' riine- 
lions jiot neeessai*ily eoiiiieetod willi lln* cash and funds 
whieii he liandlos, ihoscj of the slate auditoi‘, exfepi such 
as relate to the atidi1in!:»* of the aeeoiinis of all ileparunonts, 
ofiices and commissions of the eornTrioinv(‘a!lh and to the 
k(‘(‘|!inm’of reports or siteh atidits, thoseoi* (lie state secre¬ 
tary ]‘(*iative to ilie purchase of [lajiei* for printin<i‘and 
oeneia! use and tliose ol llio sujierintendont of Imildiii^s 
relative to jun'cliasin’r and storeroom fUneiions, are Iierehy 
1 i-ansl'eried to, and sliall liereariei* be exe?*cised and perform¬ 
ed by llie Ccmiinission on Administralion and h’innnc('eslal)- 
1 islied by tbis ad, vvbieli sliall be tlie inwfnl sne(*(‘ssor of 
said office, and of a stat(* treasurer, stall* .aitdilor, state sec¬ 
retary and sn])e]’inlendent of Iniiidiny^s with rt^siiei'l to said 
i'i^dds, powers, duties and obiiu-al ions. 

For the performance of these duties the act provides that the 
commission shall be organized in three bureaus, a comptroller’s 
l)ureau, a budget bureau, and a purchasing bureau, each to be 
presided over by one of the commissioners lo be known, respec¬ 
tively, as comptroller, budget commissioner, and stale purchasing 
agent, and that there shall be in addition a division of personnel 
and standardization in charge of a director of personnel and 
standardization. The remainder of the act is devoted to enu¬ 
merating in detail the powers of the commission to control matters 
of administration. Few stales, if any, have gone further in the 
direction of centralizing control in respect to the purely institutional 
activities of the government. Of this commission as a central 
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organ of control, the Speaker of the Massachusetts House of 
Representatives writes: 

Tins c*onimissi(m cxcitmsos under Die (jovci'uor ms eom- 
plelo eoid i-ol ovei* 1lic enliic adTniujst rMtioii ms eould he de- 
si]-ed. It runs llie Ivnd'i'el, i1 eonirois al! pinrhasinjr 

witli a, few ox(*e[)tions and it d()<'s tlje bookkoepinji’ of tlic 
state, ioa.vino- to tlic trcasiircj* merely t Jie duties ol* f'ollcetin^* 
and disbursing-offu'ei'and to llie state auditor merely the 
duties which the name ? 1* llie ofliec implies. 1’he g(meial 
financial j)()licios arc determined In- liic (loveiaior and 
JegisJature throug-li the l)udgct and the a])])r()])riation Itills 
Iheroon. The execution of these policies is in the liands 
of tlie ('ommission on Administration and Finance. With 
the exception oK the saiaidos ol! certain liig^her ofhcials and 
legislative em|)]oyeos, practically ail salaries are left as 
a detail of administration. All j-des and increases must 
be aj)proved by the f^tmmission on Administration and 
Tbnaj!(‘('su])je<‘t to an aj)peal to tlie (iovernor and Council. 

The steps leading to the creation and ihe character of the duties 
of this commission have been set forth in some detail, as this body 
represents not only one of the most important examples of an 
organ of general adniinislralion that has been established in this 
country, but also has features which differentiate it markedly from 
other efforts in the same direction. It is second to no other agency 
in its recognition of the need for a central agency of administrative 
control. It represents, however, a radical departure from the prin^ 
ciple advocated in this book and very generally adopted by those 
slates that have gone the furthest in the diicclion oi improving 
their admitiislralivc system. Instead ol vesting the powers ol gen¬ 
eral direction and control in the hand.s of the chief executive and 
giving to that officer an agency through which he may exercise 
that power, it vests this power in an independent commission. It 
is true that the appointment of the members of the commission is 
vested in the hands of the Governor, but this power can be exer¬ 
cised only with the approval of the Council, an independently 
elected body of nine members and the terms of office of the 
member.s of the Ccnnmission are .so fixed that, with the exception 
of the first coniinissioii, appointment of only one member a year 
is within the powers ol the Governor. I his latter provision has the 
express iiiirpose of removing from the Governor lh« power to 
control the membership of the commission except in part. In like 

' - lioujaiDiu L )riag Young, Tlio Butiget System as ii Prove/itive 
M»*:isore a"uillst Public Extravagance, Seventeeiitli Natiointl Tax Con¬ 
ference, lyi’l. 
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manner the Governor has only a restricted power to select other 
high administrative officers. In nearly all cases the terms of 
office of high administrative officers who are not elected are for 
terms of three or five years, while the Governor holds office only 
for two years, and, the members of administrative boards have 
overlapping terms. Finally, as regards mo.st important matters the 
Governor can only act with the approval of the independently 
elected Council. From a legal standpoint Massachusetts has refused 
to adopt the principle of making the Governor the administrative 
head of the government, but has chosen the alternative of vesting 
most of the powers in an independent agency or requiring that 
such powers as he does have shall only be exercised with the 
approval of another independent agency, the Council. 

Viewed from the standpoint of principle this system cannot but 
be deemed defective. In point of fact, however, the system seems 
thus far to have given satisfactory results. As one student of 
public administration has expressed 

The movcmonl towaitl inte»>nr 1 iu 5 jf the shile iiiae.l)inei*y 
oi* Massachusetts has resulted in the creation of inaehinery 
which at iijst sij^lit wmiJd not seem to be conducive to eri- 
the avitliority ol* the (lovernor. Tlie progress of 
events, hoAvovei*, illustrates in tin’s as in manx’ olhei* instances 
how dangerous it is to draw conclusions I'lom legal defini¬ 
tions alone, and how necessary it is to examijie and w eigh 
the influence of personaiities, the force of tradition, and the 
eonsecjnem'os ol* the s[)irit or liend ol the limes. Under 
somewdiat different foiins. Massacluisclls has deveioiied a 
degi'ce of inicgration the outccunc ol wliicii is sulistantially 
the same, as in fliiuois. 

It may be true that in the case of Massacliu.setls this system has 
thus far worked satisfactorily, and may continue to do so. As 
James Bryce has somewhere expressed it, such is the capacity of 
the American for government that he can make any political sys¬ 
tem work. It would be dangerous, however, for other slates having 
different political .systems and traditions to infer from this that 
the same .sy.slem would give equally good results in their cases. 

Executive Board: Pennsylvania. Under the influence of Gov¬ 
ernor Pinchot, Pennsylvania effected a reorganization of its admi¬ 
nistrative system through the adoption of an administrative code 
that went into force on June lb, The important features 

of this reorganization w’ere; the grouping of the adminiolralive ser- 

i-' Leonard D. White,, Introduetion to the of Public Adminis¬ 

tration, j). 123. 

Laws of 105;;, No. 27-1. 
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vices into departments, the establishment of a budget system, the 
increase in the administrative powers of the Governor, and pro¬ 
vision for centralized control over the conduct of administrative 
affairs. It is with the last two features only that we are here 
interested. As regards the first, the new code rests squarely on the 
principle of looking to the Governor as the officer primarily res¬ 
ponsible for the efficient conduct of public affairs. The heads of 
the new departments are appointed by him, by and with the advice 
and consent of the Senate; to him is given the responsibility of 
preparing and submitting the budget; and in his hands rests the 
general control over the central agencies that have been provided 
for supervising the conduct of affairs by the operating services. 
As regards these central agencies, Pennsylvania has adopted a 
system differing in important respects from those of the other 
states whose action has been described. Instead of seeking to vest 
the control function in a single agency, it is more or less distribut¬ 
ed among a number of agencies. Of these the most important is 
the Executive Board, composed of the Governor as chairman and 
four of the department heads selected by him. To this board is 
given the power to determine the internal. organization of the 
several departments and commissions, to standardize salaries and 
wages, fix the hours of labour of government services, allocate 
certain appropriations, and to investigate and make recommenda¬ 
tions regarding the organization, activities, and methods of proce¬ 
dure of the government services with a view to co-ordinating such 
organization, activities, and methods, eliminating duplication, and 
securing greater efficiency in the conduct of affairs. Its functions, 
thus, are largely those of a permanent commission on economy and 
efficiency, with power to act in certain cases. Central control of 
material and supply is vested in the Department of Property and 
Supplies. To this department is given the duty of working out and 
prescribing standard specifications for the materials and supplies 
used by the government services and of acting as a central purchas¬ 
ing agent for most of them. Financial control, other than that 
exercised by the Auditor in the audit of accounts is vested in the 
Department of State and Finance. This department acts as the 
agency of the Governor for the preparation of the budget and in 
administering the system under which the Governor has the power 
to allot lump sum appropriations. It also has the power to pres¬ 
cribe a uniform system of accounting for the operating services 
and in other ways to exercise a supervision over the administration 
of financial affairs. Though this system fails to concentrate in a 
single agency independent of the operating services, the function of 
overhead control, it has the merit of providing for such control in 
an exceptionally complete manner, and there is no reason why 
valuable results cannot be obtained under it. 

F. y 
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Executive Department: New York. New York is the latest 
slate to take decisive action in the way of reorganizing its finan¬ 
cial and administrative system, increasing the powers of the Gover¬ 
nor as head of the administration, and making provision for an 
organ of general administration. As in the case of Massachusetts, 
this action was the result of efforts extending over a considerable 
period of years. Prior to this movement for reform, the adminis¬ 
trative system of the state, like that of most of the other states, was 
composed of a large number of independent bureaus, boards, and 
commissions, in this case numbering over one hundred and fifty 
separate agencies, with a Governor possessing little or no powers to 
direct and control their activities, with no agency for the exercise 
of superior administrative authority and no means of getting before 
the legislature a co-ordinated financial and work program. 

Positive steps to correct these defects date from Governor 
Hughes* administration. Repeatedly Governor Hughes recom¬ 
mended the reorganization and consolidation of the administrative 
services, the centralization of administrative authority in the hands 
of the Governor, and the grant to him of the power to appoint 
the heads of the administrative departments who should collec¬ 
tively serve as his administrative cabinet. A resolution to initiate 
an amendment to the constitution to accomplish these ends, failed 
of passage. In 1907 he secured the passage of the so-called More¬ 
land act which authorized the Governor in person, or by agent ap¬ 
pointed by him, to investigate the management of affairs by every 
administrative service. It cannot be said, however, that much in 
the way of permanent results was accomplished under this act. In 
1910 he secured the passage of another act providing for ihe com¬ 
pilation of estimates by the Comptroller and their submission in a 
single document. In 1913 Governor Sulzer appointed a committee 
to investigate and make recommendations regarding the adminis¬ 
trative machinery of the slate, which made various rccommenda* 
tions, among which were ones for the creation of a slate board of 
estimates and a commissioner of economy and efficiency. In re- 
ponse to this recommendation, acts were passed in 1913 providing 
for the creation of a Slate Board of Estimates and a Depailment 
of Efficiency and Economy, with the provision that the head of the 
latter should be secretary of the former.^'' Neither of these bodies 
succeeded in accomplishing wlial was expected of them and both 
were abolished in 1915.^^' The convention for the revision of the 
constitution which assembled in 191*5 paid especial allcnlion to this 
matter ol administrative reorganization. In this work they had 
the assi.stance of the New York Bureau of Municipal Re.'.earch, 

3"* Acts of 1913, c, i’80 and 28 ^, 

^ C Act« of 1915, c. 17, 
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which in collaboration with the Department of Economy and Effi¬ 
ciency prepared and published an elaborate report entitled ‘-Gov¬ 
ernment of the wState of New York:^ A Survey of Its Organization 
and Functions/' and later independently, a companion volume 
“New ork Slate Constitution and Government: An Appraisal/' 
Influenced largely by these reports, and the fact that the platform 
of both of the political parties had in lOH declared in favour of 
greater centralization of administrative authority, the convention 
in its draft of a revised constitulion provided for the grouping of 
the administrative services in seventeen departments, the heads of 
most of which were to be appointed by the Governor and to hold 
office at his pleasure, and the establishment of a budget system 
under which responsibility for the preparation and submission of 
the estimates was to be vested in the hands of the Governor. Had 
this revised constitution been adopted a system would have been 
established giving full expression to the principle of making the 
Governor head of the administration. Unforlimately, for reasons 
not connected with these propo.als, the revised constitulion was 
rejected by the voters in November, 1915. In the following year, 
by an act approved April 5, 1916,^'^ provision was made for a pur¬ 
ported budget system. This act, however, vested the preparation 
of the budget in the hands of the finance committee of the Senate 
and the ways and means committee of the assembly, acting jointly 
or separately, and thus must be deemed a retrograde movement 
in respect to handling this important matter and the idea of looking 
to the Governor as the head of the administration. 

In 1918 Alfred E. Smith, who had been a strong advocate of 
administrative centralization, was elected Governor. He immedi¬ 
ately made the matter of administrative reorganization and the 
increase of the administrative powers of the Governor one of the 
measures most strongly advocated by him. In 1919, he created 
a body known as -‘The New York State Reconstruclion Com¬ 
mission,” which with the assistance of the New York Bureau of 
Municipal Research prepared and published one of the most not¬ 
able reports on state administration that has ever been issued. This 
report, which is entitled “Retrenchment and Reorganization in the 
State Government,*’recommended and supported by a wealth of 
facts and arguments, the taking of the action proposed by the pro¬ 
posed constitutional revision of 1915, together with other steps in 
the same direction, such as the creation of a bureau of administra¬ 
tion or an agency to assist the Governor in the performance of his 
administrative duties. Following this report the legislature passed 
several bills practically reorganizing the administrative branch by 
the grouping of certain services in departments. Thoroughgoing 
reform was only possible, however, through the procedure of cons- 
Acts of 191G, c. 130. 
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titulional revision. This was finally secured by the adoption by 
the people on November 1923, of an amendment making pro¬ 
vision for the grouping of all administrative services in twenty 
departments, the heads of which, with important exceptions, 
were to be appointed by the Governor, by and with the advice and 
consent of the Senate Upon the adoption of this amendment, 
Governor Smith appointed a commission, known as “The State 
Reorganization Commission,-' of which Charles E. Hughes was 
made chairman, with the duty of drafting legislation having for 
its purpose the putting into effect of the constitutional mandate 
in respect to admiiiisli alive reorganization. This commission, on 
February 2(5, 192(5, maile its report, which included drafts of laws 
covering the whole field of administrative reorganization. These 
drafts were accepted by the legislature practically without change, 
and together are known as State Dep.irlments Law, 192(5.^^ At ihe 
same time, the legislature adopted an executive budget amendment, 
vesting in the Governor the duty of preparing and submitting the 
estimates of appropriations. 

Through the adoption of this amendment to the constitution and 
the passage of (hese laws. New York takes its place among the 
states which have adopted the principle of organizing its adminis¬ 
trative services in departments, of vesting the appointment of the 
heads of these departments in the hands of the Governor, of look¬ 
ing to the Governor for the formulation of the financial and work 
program of the government, and generally of conferring upon the 
Governor the responsibilities and powers of a general manager of 
the government corporation. This responsibility of the Governor 
is emphasized by the provision that, contrary to the preceding 
practice, the Governor may remove the heads of departments ap¬ 
pointed by him without securing the consent of the Senate, the 
only limitation upon this power being that he shall file with the 
department of slate a statement of the cause of removal and shall 
report such removal and the cause thereof to the legislature at its 
next session. 

In providing for this reorganization there was recognition of 
the need for an organ of general administration that shall act as 
the agency of the Governor in the performance of his administrative 
duties. One of the departments created is designated the Executive 
Department. The law creating it provides that it shall have at its 
head an “Assistant to the Governor,'* who shall be appointed by 
the Governor, by and with the advice and consent of the Senate, 
and hold oflSce at the pleasure of the Governor, and shall embrace 
five divisions: Division of the Budget, Division of Standards and 

IS Laws of 1926, c. 843, 546, 614, 553, 317, 437, 318, 619, 646, 427, 
54 , 349, 584, 651, 606, 350, 353, and 354, 
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Purchase, Division of Inter-Departmental Relations, Division of 
Military and Naval Affairs, and Division of State Police. The first 
three of these divisions constitute the organs of central adminis¬ 
trative control. In reference to the Division of the Budget, the Jaw 
thus provides that it shall be the duty of the Director of the Divi¬ 
sion, “to assist the Governor in the formulation of the budget and 
in assemblying, correlating and revising the estimates and requests 
for appropriations of the civil departments in the slate government 
and also to assist the Governor in the performance of his duties in 
respect to the investigation, supervision and co-ordination of the 
expenditures and oilier fiscal operations of such departments.” Full 
power is conferred iip.on the Governor to revise, increase, or de¬ 
crease the estimates as requested by the spending services. The 
duties of the Division of Standards and Purchase are to prepare 
standard specifications for government purchases, to enforce their 
use by the spending services, to establish rules prescribing the con¬ 
ditions and manner under which materials, supplies, and equip¬ 
ment shall be purchased by or furnished to the various services, 
and generally to act as a controlling agency in respect to this aspect 
of administrative activities. This division is also given general 
control over public printing. It is, thus not a central purchasing 
agency, strictly speaking, but merely one for the direction and 
control of the purchasing, function. The Division of Inter-Depart¬ 
mental Relations consists of a board of the heads of certain deparl- 
inenls, with the Governor as ex officio chairman, and having the 
general duty of correlating the activities of the several services. 

It will be seen that this Executive Department has substantially 
the same general function as that of the Department of Finance 
in the Illinois syslem. It differs radically from that department, 
however, in that it does not include among its subdivisions the office 
of Comptroller. The constitutional amendment of 1925 providing 
for the reorganization of the government expressly provides that 
the office of Comptroller shall be independent of the administration, 
its head being directly elected by the people. To this office is given 
the duty of controlling all receipts and disbursements from the 
standpoint of seeing that all legal requirements in respect thereto 
are observed. It also has the duty of prescribing the methods of 
keeping accounts and of keeping the central accounts of the 
government. In this the New York system follows that of the 
national government. It is a matter of interest that notwithstand¬ 
ing the care with which the State Departments Law was framed 
provision has been made by law^® for a new commission to study 
this law in operation and to report upon changes that may be made 
in it to perfect its provisions. The commission wa? instructed lo 
submit its report not later than January 31, 1927. 

19Acts of J926, c. 836. 
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General Aclmini^lration Agencies in Other States. It 
would be of interest, did space permit, to describe in detail the 
action that has been taken by the other slates for the meeting of 
this problem of overhead administrative control. The systems that 
have been described serve to make known with sufficient fullness 
the various types, of organization that have been set up by the 
several states and the nature of the powers that have been confer¬ 
red upon the central agencies for which provision has been made. 
Illinois system is llie one which has exercised the greatest influence 
and has been the most generally copied. The points of greatest im¬ 
portance are the recognition of the need for strengthening the ad¬ 
ministrative powers of the governor and the necessity of providing 
in some way for the exercise of central control over the institution¬ 
al activities of flie operating services. Though progress in respect 
to the recognition of these two needs has on the whole been rapid 
during recent years, there still persists in many cases an unwilling¬ 
ness to vest adequate administrative powers in the Governor. In 
not a few instances where provision has been made for overhead 
direction and control, this power has been vested in a board or 
commission independent of the Governor and responsible to the 
legislature or directly to the people rather than to chief executive. 
This is unfortunate, but it will undoubtedly give way in time to 
the contrary principle, since the whole trend in the reorgnaization 
of the adininistralive systems of the slates is in that direction. 
One of the unsolved problems, however, is that of distinguishing 
between the control powers of the administrative agency and the 
popularly elected auditor. This is a matter that will receive further 
attention when wc come to consider problems of financial adminis¬ 
tration as a special topic. 

Bureaus of General Administration in Municipal Govern¬ 
ments. In the case of American municipalities the problem of 
central administrative control is a much simpler one than in the 
case of the stales. This arises from the facts that the government 
machine is in general a more compact organization, operations are 
carried on in a restricted territory, and the principle of looking to 
the chief executive, the mayor, as the head of the administration 
has had general acceptance. Where the city manager type of 
government has been adopted, this principle has, of course, had 
specially emphatic expression. In the smaller municipalities the 
mayor, acting directly, or through the immediate staff of his office 
proper, can usually exercise the administrative powers conferred 
upon him without too great difficulty. In the larger cities, however, 
there is need for special provision for an agency, or agencies, to 
exercise central administrative powers. In few, if any cases, has 
adequate provision been made in this direction. The tendency has 
been to entrust to the Comptroller the exercise of the powers of 
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control in respect to financial matters, but at the same lime lo make 
this office an elective one and thus independent of the mayor. This 
is the situation in New York City and Philadelphia In the former 
city the mayor is. however, given a special agency in the Office of 
Commissioner of Accounts lo assist him in keeping in touch 
with the administrative operations and needs of the services under 
his authority. The duties of this office, as described in the Muni¬ 
cipal Year Book for 1906, are as follows: 

The (/omiTiissiotier of Accounts makes invastij^^ations at 
the direction of the Mayor, as well as on bis own initiative, 
into sj)ccjfic de[)arlnieiital conditions and sj>ecial matters 
affectinjT llie wcl fare of the city. The office lias been po¬ 
pularly referred to as ^'Tlio Mayor’s iCye,” but lu i'eality 
it is the Mayor's agency for administrative inves1i«alion. 
In addition to tlie varied studies ma.de into depai 1 incnlai 
praclicos for the pui'pose of simplilying adminislrative pro¬ 
cedure and effecting financial O(*on()mies, llu^ (^;)Tnm issioner 
of Accounts has certain duties specifically delegated to him 
by tlie charter. The most important uT these is the main¬ 
taining of continuous a/udits the receipt and dishnrsements 
of tlie Comptroller and tJic Chamberlain. TJiis work in¬ 
volves the auditing of all vouchers jiasscsl by the 
ment of Finance and all warrants drawn against the 
(Jhamberlaiii. Examinations of 1 lie finain'ial t ransaet ions 
of the city departments are also conducted ])e)*iodicaIly by 
this office. The Efficiency Staff, formerly under the Board 
of Estimate and Apj)ortionment, but now allaclied to this 
offic(‘., conducts cfticicncy studies looking toward the 
sUindardizatioji of work processes in tlu^ v arious depart¬ 
ments. During the j)asl year the offiee of the (.'ommissiojicr 
of Accounts lias sujijilied assistance, not only to tlie Mayor 
but very considerably to the City Chaml)(*rJain in his woj*k 
of administrative reorganization. 1Mi(‘ seivices of engineers, 
examiners and ac<*oiinlanls liave also been su])p]icd to 
several of the IMayor's departments in response to theii’ 
j'CcjiH^sls for assistance. Th(‘ (.Commissioner of Ais'oniits 
aiso investigates I'omiilaints relating to the (‘ily govei nmenl. 
Complaints and erilicisms received by the Ma^an* are 
generally referred lo the Commissioner of Accounts for 
investigation and leport. Any <u1iz.on may, Iiow(‘\(‘r, address 
the (.kunmissioner directly. 

Valuable as must be the work of this office lo the mayor, il la» 
from performs all the functions properly pertaining to a bureau 
of general administration. The defect in its organization and 
powers consists chiefly in the fact that its duties are almost wholly 
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confined to those of investigation. That this office does not meet 
the needs is fully shown by the comments of the mayor in his 
account of the duties of his office submitted to the constitutional 
convention commission of 1915. 

He then said'^'^. 

Now it lias scorned to me that the mayor ought to bo 
more than merely the head of the city government sitting 
ill the City Hall ready to receive tlie pnlilic, atipoiiiting the 
heads of the deyiavtmonts and sending them o*ut to make 
good iiule])en.dently, or to fail indcpoiidently; that he 
ought to he really Ihe Inisiiiess manager of the City of New 
York, that ho ought io have the close contact that would 
enable him to become an effective business manager. There 
are ])robloms of ]>olicy in the dcpaitmcnts that ought to 
come back to him for settlement. Ho cannot give the 
lime to them that he siiould. lie needs an agency through 
which to keep himself in contact with tliose })]‘oblcins, 
IliroVigh which to work co-o])Cialiv(‘]y with the heads of 
the departments ill solving those problems and in building 
up construclivoly belter administiution and eoiilroi. I 
tried to ci'oatc tlial kind of an admiiiisl ralive agcMicy iast 
year. I asked ibe logisiaUire to make the office of (kmiinis- 
sioner of Accoiiiit.s const ructiA’O in name and fuiuMions as 
well as investigative. I askcMl it to make that commission 
one-lieaded and to call it the deparlmcnt of administration, 
to keep the investigative functions, to add tlic constructive, 
to give me, in sliort, an agency which I could send out 
into the d(‘paj’1inents, analyzing iJicir ]>]()bJcms, woiking 
with their commissioners, building U|> co-o]>crative}y Avith 
them, but Aviili the advantage of a dclai;ed f>oint of view, 
a central ]»oint of view, the construclive j)lans of adminis¬ 
tration in 1 liose dcpai'inients. Working tliroiigb the office 
of tlic commissioner of accounts as it is now, and with tlic 
aid of llie cit v cbamlierlain, wc wcjcable to ('lit down the 
cost of these do(.ailjn(nds by $l>, 000,000, or by $1,500,000 
in my depai Imenls; and we were able at ilui same time to 
give a grcalcM'mea.snre of scM'vicc and a bcller quality of 
se]\lce. If tlio ma\(»r were e(|ui]>pcd with an cfPc^ctivc? 
adminisi ralive arm, tlirougli the reorganization of the (»fficc 

York Hlatc (kjn8f.iluti<m:il Convention Cummiasitm, 1915, Tlio 
Goverjinieiit of tlic City of IMcw York. A collection of addresses and 
discussions ]>reHeTitod at a series of eleven le cture confercjices held under 
the auspices of tJie A cademy of P<ilit,ical Science in 111-! Gily of New 
Yolk, with Ihe co-opcralioii c»f the Bureau of Municipal Kcscarch, the 
Institute of Arts and Sciences of Columbia Universily, and a Citizens, 
Committee, April 7 to 30, 1915, pp. 14-15. 
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oL'coinmissioucr oi' aceouiils, which I he Icgi.slat in c aioue 
can authorize, he would have that means ol! inaiMlaiuino* 
contact with administration and coiil rol over it that he 
does not have to-day. 1 do not hojicvo that we .shall .o(a 
Ihe J'ully offeetivc and economical admiiiisi i at ion ol* iiio 
dcpaj'tments of the city govcrnincnt that we alJ waul, and 
that the i)eop]e ot New York aj*o enliticd to, invf *1 Ihe mayor 
is equij)ped wilh that administrative arm through v lucli to 
accomplish this result. 

It would be difficult to find anywhere a more direct and stronger 
statement of the need for giving to a chief executive the jjowers 
and responsibilities of a general manager and of fuinishiiig him 
wilh a service of general administration through which he might 
meet these responsibilities than is contained in this tlalcmciu of 
the late John Purroy Mitchel. It is all the more weighty, coming 
as it does from probably the most capable chief executive that our 
most important municipality, or for that mailer any other munici¬ 
pality, has ever had. 



CHAPTER V 


ORGANIZATION OF THE ADMINISIRATIVE BRANCH 
AS A WHOLE! 

Throughout the present work the principle of presentation 
followed is that of proceeding from the general to the particular. 
Having examined ihe nature and functions of the legislature as 
the board of directors of the government corporation and of the 
chief executive as its general manager, the next question logically 
in order is that of the fundamental character of the scheme of 
organization of the operating services that is required for the 
most efficient and economical administration of public affairs. 
Stated in another way, this question has to do with the determina¬ 
tion of the number and character of the distinct services that shall 
be set up for the performance of the work to be done and the 
relations that they shall have to each other. 

The Admiuistralive Branch as a Single Integrated Piece 
of Administrative Mechanism. In entering upon this duly the 
primary point to be emphasized is that not the first step towards 
the construction of a proper administrative system can be taken 
until a definite decision has been reached regarding the fundamen¬ 
tal character of the organization that it i< desired to establish. Ap¬ 
proaching the problem from this standpoint it may be said that 
the administrative branch of a government should constitute a 
single integrated piece of administrative mechanism. By this is 
meant that the several administrative services, instead of being 
viewed as isolated or independent units should be treated as 
working parts of a general organization to the end that each, 
while having its distinct sphere, will work in harmony with all the 
others towards the allainmcnl of common objects. 

Two Principles of Organization: Inilependenl or Uncor- 
rclatecl and Integrated or Departmental. Examination of 
the organization of the administrative branches ol our governments, 
national and slate, reveals that they have been based on two distinct 
principles. These two types of organization, for want of better 

* 1 n ttic pr(*pai jiti(>n of tliifl chapter tlie autlior has Hrawn largely 
upon his work “The Iteorgani/atioii of the Administr;!tive llraiich of 
tl»e Nalioiijil (lovernment, ^ ’ Institute for Government Tteaearch, Studies 
ill Adininistraliorj, In places matter has heeii reproduced from 

that volume with little change even though quotation marks liave not 
been employed* 
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terms may be designated as the independent, or uncorrclatecl, and 
the integrated, or departmental. In the independent syslem each 
service is treated as an independent unit having litile or no direct 
relation to other services. Under it the line of authority runs direct 
from the operating service to the chief executive or to the legis¬ 
lature by which it was created and is currently directed and 
controlled. In the integrated system the attempt is made to 
group all services whose operations fall in the same general 
field, and which consequently should maintain intimate working 
relations with each other, into departments presided over by 
officers having a general oversight of them all and entrusted with 
the duty of seeing that they work harmoniously towards the attain¬ 
ment of a common end. Under this system the line of authority 
runs from the several services to the departments of which they are 
subordinate units, and from these to the chiel executive or to the 
legislature, whose jurisdiction extends over all the departments. 

Until comparatively recent years the administrative systems of 
our states corresponded, and to a large extent still correspond, to 
the independent type of organization. In marked contrast with this, 
the national government has from the start adopted, in principle, 
the practice of grouping allied services in a relatively small number 
of departments. As will be later pointed out, this principle has 
not in all cases been consistently adhered to. Especially has it 
been departed from in recent years. Furthermore, even where the 
piinciple has been adhered to, the scheme of grouping has been by 
no means a logical or satisfactory one. For present purposes, how¬ 
ever, it is sufficient to note that the administrative system of the 
national government in general conforms to the integrated, or 
departmental, system of organization. 

Superiority of the Integrated System. Of the relative ad¬ 
vantages of these two systems there can be no doubt. The second, 
or integrated system is, from almost every point of view, far 
superior. Its first advantage consists in the general simplification 
of the problem of government that is thereby secured. Both our 
national and state governments are now on such a large scale and 
engaged in so many and varied activities that it is a matter of great 
difficulty, even for those responsible for the conduct of their affairs, 
to say nothing of the general public, to get any comprehensive 
conception to the scope of their work and of the particular services 
conducting it. Anything that will tend to lessen the difficulty is 
of advantage. Especially does it make possible more intelligent 
legislation and a more effective use by the public of services which 
are intended as an aid to it in the conduct of its affairs. 

Secondly, a proper grouping of services whose operations fall in 
the same general field into departments greatly facilitates, if it does 
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not lay the essential basis for, the formulation and adoption by a 
govevument of a proper woik program. One of the greatest criti¬ 
cisms that can he made of the manner in which our governments 
have been administered in the past is that they have attempted to 
operate without any definite program. As will be later pointed out, 
one of the prime objects sought in the movement, which has now 
gained such headway, for the adoption of a budget system by our 
national and stale governments is the correction of I his condition 
of affairs. In its essence this system calls for the formulation and 
submission to the legislature at each session by the chief executive, 
of a comprehensive program of what, in his opinion, should be 
the work program of the government for the ensuing fiscal period 
and the manner iii which this program slioiild be financed. In this 
piogram he must set forth clearly just what provision in his judg¬ 
ment should be made for the inrdntenance of law and order and the 
protection of the public from internal disorder or foreign aggres* 
sion, what for the promotion of public education, what for the 
prosecution ol public works, what for the control of industry and 
commerce, and what for the advancement of the general welfare; 
in a word. pKci.ely vvhaJ should be done with respect to all of the 
varied activities engaged in by the modern government. 

It must be evidciit that it is an exceedingly difficult task for a 
chief executive to meet this obligation, or for a legislature to give 
the proposed program intelligent consideration, unless the chief 
executive him^eif can look to a relatively few chief subordinates, 
each of whom has responsibility for aU the services whose opera¬ 
tions fall in the same field of endeavour. It i:no mere coincidence, 
therefore, that the movement for the reorganization of the admi¬ 
nistrative branches of our slate governments so as to make them 
conform to the integrated principle of organization, has gone hand 
in hand with that for the adoption of a scientific budget system. 

Thirdly, a proper grouping of operating services deparlmentally 
furnishes the only means by which conflicts of jurisdiction, over¬ 
lapping of functions, and duplications of organization, plant, and 
activities may be avoided. The extent to which these evils exist and 
the consequent waste and misdirection of energy resulting wherever 
this problem of a satisfactory grouping of services has not been 
worked out, have long been recognized by students of political 
science. If all services which work in the same field or which 
maintain intimate working relations with each other are brought 
together under a common head, it becomes a matter of comparative 
case for each head to take steps to eliminate all such conflicts and 
duplication and to make sure that each service under his jurisdic¬ 
tion is performing only those duties to which it is best adapted. 

Fourthly, the bringing together in a single department of related 
cervices makes possible a ftr more effective utilization of technical 
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plant, such as libraries, blue-print rooms, laboratories, and of 
facilities generally, than can possibly be secured where iher-e ser¬ 
vices are independently operated. So long as they are indepen¬ 
dent of each other, each riuis! have its own complete organization 
and installation. If they are brought logetlicr under a common 
direction, and belter still if they can be brought under a single 
roof, it becomes fea-'dblc for them to make common use of a single 
wmrk agency. This agency, moreover, being on a somewhat more 
elaborate scale, in order to meet the increased demands pul upon 
if, is certain to be superior in equipment and facildies to those 
which each service would otheiwisc be required to maintain. 

Finally, and in some respects most impoitant of all, such a 
grouping makes possible the realizaiioii of great economies and 
increased efficiency in the perform nice of the purely inslituiional 
activities in which the several services have \o engage in order to 
perform their primary functions. y\ prime chaiaclerislic of these 
institutional activities is that they are the same in general character 
for all .services. Tiiis being .so the question is presented whether 
it is not in the interests of economy and efficiency that they should 
be performed by central agencies. Where services are independent, 
each has to have its chief clerk, its purchasing officer, its appoint¬ 
ment clerk, its disbursing officer, it.s division of supplies, etc. 
Brought together in departments, it is almost invariably found that 
single departmental officers can discharge the duties of these officers 
wiih equal if not greater efficiency and with a great economy in 
the expenditure of funds. An incidental advantage is that by 
making use of .such central officers the highly desirable end of 
securing standardization and uniformity in respect to the perfor¬ 
mance of these business activities is rendered easy oi attainment. 

To recapitulate, the advantages of the departmental system of 
organization, if properly carried out are: that it correlates the 
several operating services of the government into one highly in¬ 
tegrated and unified piece of administrative mechanism; that it 
ensures the establishment of an effective system of overhead 
administration and control; that it makes definite the line of ad¬ 
ministrative authority and responsibility; that it lays the basis for, 
if it does not automatically effect, the elimination of duplication in 
organization, plant, equipment, personnel, and activities; that it 
makes possible effective co-operative relations between services 
engaged in the same general field of activity that can be obtained 
in no other way; that it furnishes the means by which overlapping 
and conflicts of jurisdiction may be avoided or readily adjusted; 
that it facilitates greatly the standardization of all administrative 
processes and procedure; that it permits of the centralization of 
such general business operations as purchasing, the custody and 
issue of supplies, the recruitment and handling of personnel, the 
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keeping of accounts, the maintenance of libraries, laboratories, 
blue-print rooms, etc., and. finally, that it furnishes the absolutely 
essential foundation for a properly organized and administered 
budgetary system. 

Requirements of a Properly Integrated System. In the 

foregoing the superiority of the integrated over the independent 
system of organization has, it is believed, been established beyond 
question. The adoption of a correct principle of organization, 
however, represents but a point of departure in working out 
a satisfactory system of organization. There still remains the 
important work of putting this principle into practical application. 
Many if not all of the advantages inhering in the integrated system 
can e neutvali/cd if not wholly lost by a failure to meet the 
requirements ol this system, ll is of importance, therefore, that 
these requirements should be carefully determined. 

The first and most important of these requirements is that the 
principle of grouping the .‘several services into departments shall 
be the correct one. As regards what this principle should be. there 
can be no doubt : it should be that of bringing together under 
separate departments all those services, and those services only, 
which have the same general function in respect to the work to 
be undertaken by them. Concretely, this means that as far as is 
practicable the depailinenls, viewed in a large sense, should be 
unifuncllonal. lo secure this, two things are necessary: first, 
that the several departments shall include all of the services whose 
operations fall within ihcir respective fields; and, second, that they 
shall include no other services. 

Advocates of the integrated, as opposed to the independent, 
system of organization cf administrative services often apparently 
take the position that there is some gain in the mere grouping of 
services into a relatively small number of departments. It cannot 
be slated loo emphatically that this is not so. Unless the services 
so grouped have a real working relation to each other, their group¬ 
ing deparlmentally is a positive disadvantage. Thus, it must be evi¬ 
dent that not only is no advantage secured in grouping such services 
of the national government as the Public Health Service, the Coast 
Guard, of the Office of Supervising Architect in the Treasury 
Department, but that such action results in a positive detriment 
both to the department itself and to such services. As regards the 
department, it interjects discordant and disturbing elements which 
complicate and render difficult the proper co-ordination of the 
services having lo do with its essential function and the standard¬ 
ization of their administrative practices and procedure; it makes a 
demand upon the attention and time of the head of the department, 
which should be devoted exclusively to his primary duties; and it 
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places upon him a responsibility which he should not have and 
which he is sure to meet only in a perfunctory manner. 

As regards the services themselves, placing them under depart¬ 
ment whose primary function is not that of dealing with matters 
with which they are concerned subjects them to an overhead control 
that can add little or nothing to their effective operation, and slows 
down many of their administrative processes through the necessity 
that they are under of securing the approval of the departmental 
head before any step of importance can be taken. There is much 
just criticism of the dilatoriness with which the government services 
perform their work and the red tape that is required in the discharge 
of official duties. Much of the responsibility for this condition of 
affairs lies in this defect of organization now under consideration. 
Much of the delay that occurs in the handling of public business 
lakes place on the desks of the officers having charge of the work. 
For a certain part of this, such, officers are directly responsible. In 
large part, however, it is due to the necessity that these officers are 
under of getting the approval of some superior authority before 
final action can be aulhorized. Were there any real need for such 
overhead control and were the secretary, or the assistant secretary 
acting for him, in a position to make any real contribution to the 
selllemenl of the questions involved, there might be some justifica¬ 
tion for this requirement. Such, however, is not and cannot be the 
case where the services involved are of a characler having nothing 
to do with the primary duties of those officers. The only case where 
such superior control is needed, or can be justified, is where there 
are a number of services whose operations fall within the same 
general field and where, consequently, it is necessary that there 
should be some superior authority to see that they work in har¬ 
monious relations with each other, that duplication of work is 
avoided, conflicts or overlapping of jurisdiction prevented, and 
administrative practices, as far as is feasible, standardized. 

So much attention would not have been given to this subject but 
for the fact that the considerations here involved are so largely 
ignored in practice. Particularly is this so in the case of the national 
government, which is supposed to have an exceptionally well- 
developed system of departmental organization. As will be later 
pointed out in greater detail, the ijjrouping t)f services of the govern¬ 
ment is in many respects of the most arbitrary character. Not 
only arc there four deparlmenls, the DepavUnents of the Treasury, 
Interior, Commerce, and Labour, which embrace services having no 
real working relations with each other, but the other departments 
which are, in principle, of a unifunctional character, have attached 
to them services having nothing to do with their prime function. 
Nothing but a thoroughgoing reorganization of the administrative 
branch of the national government in accordance with the principle 
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that has been set forih, will give to that government the advantages 
that should accrue to it under a departmental system of administra¬ 
tive organization. 

Determination of Services to lie Included in a Depart¬ 
mental Groiipisig. It might seem thal, once the principle of es¬ 
tablishing strictly anifunctional departments weie adopted, little diffi¬ 
culty would be encountered in putting it into execution. In point of 
fact, this is not so. As soon as the concrete task is entered upon of 
making such a grouping, a number of considerations, if not diffi¬ 
culties. are presented which offer at least a wide range of choice 
in taking action. Especially is this so in the case of the national 
government, the aclivitics of which cover so many distinct fields 
of endeavour. Fust asuoiig the considerations which must be noted 
is that of determining the services usually regarded as belonging 
to the administrative branch that should be included in the depart¬ 
ments it may be decided to set up. 

Examination of iheso services, or offices, reveals that certain of 
them are not of a strictly administrative character, or at least not 
of a character that renders it desirable that their operations should 
be subjected to the control of a superior executive officer in the 
same way as the other more purely administrative services; that 
is, those services whose duties are primarily of a quasi-legislative 
or quasi-judicial character, or which have as their function to 
acc as subordinate agencies of the legislative rather than of the 
administrative branch. Examples of such services are the Inter¬ 
state Commerce Commission, the Federal 1 rade Commission, and 
the United Stales Shipping Board. Primarily these three bodies 
were created by Congress to formulate and promulgate rules and 
regulations having the force of law' to govern the operations of 
railroad, shipping, and other transportation agencies and industrial 
and commercial coij)oralions engaged in interstate commerce, and 
to hear and decide issues arising under such rules and regulations 
or statutes pertaining to the matters over which they have jurisdic¬ 
tion. Their duties, in a word, are of a legislative and judicial, or 
at least of a quasi-legislalive and quasi-judicial character. As such 
it is improper and inadvisable thal their activities should be subject 
to executive direction and control. In so far they act in a quasi- 
legislalivc character, these services should be subject directly to 
Congress, on whose behalf they arc acting; and in so far as their 
action has a quasi-judicial character, superior control should be 
vested in the courts, It would be a great mistake, therefore, to 
attempt to make these, or oilier services having a similar character, 
subordinate set vices of an administrative depaitrnent which is 
under the immediate diicclioii and control ul the chief executive. 

It is true that purely administrative duties have been entrusted 
to the services that have been mentioned. 1 or example, the Inter- 
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state Commerce Commission has the administration of certain laws 
requiring the railroads subject to its jurisdiction to make use of 
devices, such as automatic couplers, power brakes, etc., in order 
to ensure the safely of railroad operatives and the travelling public, 
llic Shipping Board, furlhermoie, through its subordinate agenc>, 
the Merchant Meet Corporation, has the purely administrative 
task of constructing, operating, or controlling the operation of 
vessels engaged in interstate or foreign commerce. I his only 
raises the question whether this policy of entrusting to the same 
agency both quasi'legislative and quasi-judicial on the one hand 
and purely administrative duties on the other, is a correct one. 
Wiihoul entering fully into this question, v,?hich is an exceedingly 
important one, the author can only state that in his opinion this 
policy is unwise. It is his belief that it is highly desirable that 
these services should be relieved of all of their purely administra¬ 
tive duties and that such duties should be given to other agencies 
which could then be placed under the auininislralive departments 
to which they properly belong. Until this is done, however, these 
agencies should be left outside of any departmental grouping of 
administrative services. 

Princijule uj>on which Operaliiig Services should he 
Grouped Departmentaliy. After a deci^on has been reached 
iegarding the services which should be subjected to a departmen¬ 
tal grouping the next problem presented is that of determining the 
principle that should be followed in cftecling such a grouping. A 
study of the factors entering into this problem and the proposals 
that have actually been made for its .solution shows that the choice 
lies between the principles of grouping operating services in depart¬ 
ments. That is, should they be grouped according to the funda¬ 
mental purposes for which the services are created and maintained; 
or according to the character of activities engaged in by the ser¬ 
vices in order that these fundamental purposes may be achieved? 
If services are to be grouped according to their fundamental pur¬ 
poses, an effort should be made to determine what are the 
distinct functions of the government, viewed from a general stand¬ 
point of work undertaken ; to create separate departments for the 
performance of these several functions; and to include under each 
department all services the activities o( which have to do with its 
function. If services are grouped according to the character of 
activities, the effort should be made to determine the activities en¬ 
gaged in by the several services, such as engineering work, scienti¬ 
fic research, statistical, etc., and to bring together under separate 
departments all those services whose activities, from this standpoint, 
are of the same or of an analogous character. 

Though, as will be pointed out, there cannot be the slightest 
doubt that services should be grouped according lo their functional 

F. 11 
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purposes, it has been necessary to point out these two antagonistic 
principles, since efforts have been, and are being made, to effect 
a regiouping of the services of the national government upon the 
character of activities; or rather, through a failure to recognize that 
any principle is involved, to effect a reorganization of the existing 
departments in which neither the one nor the other is consistently 
followed. For example, a strong effort was made some years ago 
to vest in a single department or bureau of chemistry the per¬ 
formance of all of the chemical work that had to be done by the 
government, in support of this it was argued that the government 
was at that time maintaining a number of bureaus of chemistry 
or chemical laboratories; that this resulted in duplication of plant, 
personnel, and work; and that the work to be done could be much 
more efficiently and reasonably performed by a single well-equipped 
service. In like manner there was at one time a strong movement 
for the creation of a central statistical service that would take over 
all the statistical work then being done by various statistical servi¬ 
ces scattered among the several departments, the same argument 
being used that the performance of statistical work was of a highly 
technical character and could be most effectively and economically 
done by a single well-equipped service. At the present time there 
is a corresponding movement for the creation of a department of 
public works that will take over the performance of all the engi¬ 
neering and construction work that has to be done by the several 
departments of the government other than the purely military and 
naval construction work of the War and Navy departments. Here, 
too, the claim is made that the government is now maintaining a 
large number of distinct services, each having its own plant, equip¬ 
ment, and personnel in order to perform work of this character; 
that this results in duplication of plant and effort; and that, mani- 
iestly, a great economy and increased efficiency would be secured 
by having all this work done by a single, strong department. 

Plausible as the.se arguments might seem to be at first sight, 
they are essentially unsound. In the first place, such a policy is 
unworkable in practice. As a matter of practical expediency it is 
highly desirable, if not imperative, that each service, or at least 
each department, shall have direct charge of the performance of all 
activities in which it engages in order that it may perform its prime 
function. To slate (his concretely, it is desirable, for example, 
that the service having charge of the administration of the railway 
interests .shall itself have direct charge of the securing, compiling, 
analysis, and presentation of railway statistics, that the Public 
Health Scivirc shall in like manner have responsibility for the 
collection, compilation, and presentation of vital slalislics, etc. 
Anything like a scattering of activities for the perlcrmance of 
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a single function among a number of departments would work 
disastrously. 

Apart from this matter of practical administration, such a 
grouping of services would mean the defeat of one of the main ends 
to be attained by a proper grouping deparlmentally of services; 
that, namely, of concentrating in a single head full responsibility 
for all matters pertaining to a general field of endeavour. This 
is true not only from the standpoint of government operations 
but from that of the public to be served. 

In thus deciding that the primary function, rather than the 
character of activities engaged in, should be the basis of a depart¬ 
mental grouping of services, it is important to note that, under it, 
substantially all the objects sought under the rejected principle 
can be secured by providing that these functional departments, in 
addition to administering the services directly included in them, 
may act as contracting agencies for the other services. For exam¬ 
ple, it is not necessary that the Indian Service shall be under the 
Department of Public Work simply because it has to have irriga¬ 
tion works constructed as an incident to its operations. Having 
determined what works of this character are required, it can then 
call upon the Department of Public Works to undertake their cons¬ 
truction on its behalf. In like manner the Bureau of Lighthouses, 
or the Public Health Service, or any other service requiring the 
erection of structures, can make use of the Department of Public 
Works as the contracting or executing agent for the erection of 
such buildings. The facilities for research possessed by a Depart¬ 
ment of Education and Science can in the same way be utilized by 
the service of the government having need for the prosecution of 
special research studies in order that it may more effectively 
discharge its functions. 

To recapitulate, it is believed that the following principles 
should find expression in a reorganized administrative system: 

1. That the type of orj^anizalion 1o be ado[)te(l 
should be that known as the integrated or departinciital. 

2. That a clear distinction should be made lietweon 
those services which are of a purely administrative charac¬ 
ter and those which are of a quasi-leprislativc, quasi-judicial, 
other special hharacter, and that the attempt to ap])ly the 
principle of dep«artraentalization should only lie made in 
reference to the adminislrative units. 

3. That the x)rinciple of departmentalization should 
be that of j^rouping services according? to their ])ur])ose or 
function rather than the character of activities engaged 
in; and 
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4. Tiial doparlment should, as far as pi-acijeable, 

he made niii rnncl ional in The sense I hat. it will cmlKvaec 
only those sei'viees whose speeial functions pcrlain to the 
?>ciierai runetion ior the jun-formaiicc of which the depart¬ 
ment is cstahlisliojl. 

The Practical /rohlem oF the Reorganization of the Ad- 
minislralive Branch of Governments. Having determined 
the principles that should govern in framing a departmental ad¬ 
ministrative system, the concrete task is then presented o deter¬ 
mining the number and character of departments that will be 
created and the assignment of particular administrative services to 
such departments. I his problem, it need hardly be stated, is a 
special one lor each government, due to the differences between 
governments in respect to activities engaged in and sei vices that 
have been created lor their performance. Notwith-slanding this, 
the problem as it con^ron^..^ the individual states is not dissimilar, 
since to a very large extent the major activities of these bodies are 
the same. The problem of vvorkinsj out a proper grouping depart- 
mentally of the administrative services of the national government, 
on the other hand, is a highly special one. This arises not only from 
the great variety of activities engaged in by that government and 
the multiplicity of services for their performance, but from other 
special considerations as well. Chief among these are: that the 
administrative services of that government are already to a large 
extent grouped departnicritally and the problem is one of regroup¬ 
ing services instead of making an original grouping as in the case 
of the states; that the heads of departments, in addition to acting 
as directing heads of their departmeiiLs, constitute a cabinet which 
serves as a consultative and advisory body to the President; and 
that, due largely to this latter fact, there is strong opposition to 
unduly increasing the number of departments now in exi.stence. 

In the pages that immediately follow it is our intention, there¬ 
fore. to consider specially the question of action that should be 
taken to give to the national government a proper departmental 
grouping of the administrative services. Ihis done, a more general 
consideration will be given to the same problem as it confronts the 
individual stales. 

Departmental Regrouping of the Administrative Servi¬ 
ces of the National Government. It needs but a superficial 
examination of the manner in which the administrative services 
of the national government are now grouped departmentally to 
show how widely the system departs from the correct principles of 
an integrated administrative system as laid down in the preceding 
pages. 

In the first place, it shall be found that there are a number of 
services—the Government Printing Office, with its subordinate 
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agency, the Office of Superintendent of Documenl^, the Public 
Buildings Commission, the National Botanic Garden, and the 
National Forest Reservation Commission—which, though of a 
purely administrative character, are attached to the legislative 
branch. In the case of these services the attempt is made to exercise 
a general direction and control over other operations through joint 
committees of Congress or commissions compo*sed in whole or in 
pari o( members of Congress. The objections to this arrangement 
are obvious. In the first place it violates the fundamental principle 
of distinguishing clearly between the functions of the three great 
branches of government. Secondly, it throws a burden of respon¬ 
sibility and work upon the already overburdened members of Con¬ 
gress which they have neither the capacity nor the time to perform. 
And, thirdly, it prevents these services from having the close work¬ 
ing relations that they should have with other services having the 
same general functions to perform. 

The remedy for this condition consists in relieving Congress of 
all direct responsibility for the administration of these services and 
placing (hern in the departments having to do with the subjected to 
which their activities relate. Doing this will not only correct the 
specific evils which have been enumerated, but also tend generally 
to improve the organization of the government. Any change that 
gives to the government a more logical and symmetrical organiza¬ 
tion simplifies by just so much the task of grasping ihe problems 
of government and of taking the necessary legislative, financial, 
and administrative action required for the conduct of public affairs. 
To give but one illustration of the confusion resulting from the 
present arrangement, the expenditures entailed in maintaining and 
operating these institutions, amounting to several millions of dollars 
a year, now appear in the official report of government expenditures 
as expenditures of the legislative branch of the government. It is 
manifest how misleading this is when one attempts to determine the 
true cost of operating our national government. One of the advan¬ 
tages sought from the adoption of scientific budget system is that 
a properly prepared budget will automatically reveal the expendi¬ 
ture needs of the government, past and future, so presented that the 
problem of financing the government can be readily seen as a whole 
and so analyzed that the several factors involved in it are clearly 
apparent. It is difficult to secure such a system so long as services 
are illogically grouped. 

Secondly, the originally correct practice of placing all purely 
administrative services under one or the other of the executive 
departments have been widely departed from. Until a few years ago 
the number of such services not so placed was comparatively small, 
and there was a special reason in each case why the service was 
given this status. In the last ten years, however, the number has 
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been largely added to. with the result that at the present time a 
considerable part of the administrative duties o| the government 
is performed by services which are not under any of the executive 
departments and which are not, therefore, represented in the 
President’s Cabinet. Among such so-called independent estab¬ 
lishments may be mentioned the Library of Congress, the Fed¬ 
eral Board for Vocational Education, the V'eterans’ Bureau, the 
Panama Canal, the Federal Power Commission, the Employees’ 
Compen-salion Commission, and the Smithsonian Institution, with 
its numerous subordinate agencies. All of these independent estab¬ 
lishments should be made subordinate services of one or another 
of the administrative departments. 

Thirdly, at least two of the ten executive departments, the 
Department ol the Interior and the Department of Commerce, make 
little or no pretence of being unifunctional in the sense that the 
activities of their several services fall in the same general field, have 
to do with the same general function, or even are of a character 
making it desirable that the .services performing them should main¬ 
tain close working relations with each other. The former of these 
departments embraces such unrelated services as the Reclamation 
Service, the Bureau of Pensions, the Bureau of Education, etc., and 
the latter such unrelated services as the Bureau of Standards,' the 
Bureau of Lighthouses, the Bureau of Fisheries, etc. 

Fourthly, a number of other departments which, in theory 
at least, are supposed to be unifunctional, embrace services and 
perform aclivilie.s haying nothing to do with their prime functions. 
The chief offender in this respect is the Treasury Department, 
wi;ich contains such discordant elements as the Office of .Supervising 
Architect, the Coast Guard, the Public Health Service, and the 
General Supply Committee, none of which perform duties connected 
in any way with the administration of the national finances properly 
speaking. Especially unfortunate, also, is the fact that purely civil 
functions have been imposed upon the two military departments. 
The War Department not only has charge of the prosecution of 
all river and harbour improvement work and many miscellaneous 
public work activities of a civil character, but is also operating 
such services as that of the Northern and North-western Lakes 
Survey, the Bureau of Insular Affairs, the Inland and Coastwise 
Waterways Service, etc., while the Navy Department has under 
its jurisdiction the Naval Observatory and the Hydrographic Office. 

Fifthly, purely administrative activities, in a number of cases, 
have been entrusted to bodies whose primary functions are of a* 
quasi-legislative and qu tsi-judicial character. Thus, the Shipping 
Board has been entrusted with the duty of maintaining and operat¬ 
ing a fleet of government vessels, while the Interstate Commerce 
Commission has been given such administrative duties as th? 
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enforcement of the safely appliance acts, the inspection of locomo¬ 
tive boilers, etc. 

Sixthly, little or no distinction has been made between those 
services which have as their duly to minister to the institutional 
needs of the government and those whose functions are to render 
service to the public, with the result that no attempt has been made 
to put the organization and administration of the former upon a 
proper basis. We thus find the services having to do with the supply 
of printing and quarters at Washington attached to the legislative 
branch; that having to do with the supply of material, a subordinate 
service of the Treasury Department. In like manner we have the 
work of administering a system for the insurance and pensioning of 
government employees entrusted to three separate services having 
no organic relation with each other. 

Finally, if one passes from a consideration of the location and 
status of distinct services to that of the distribution of specific 
activities among these services an absence of any systematic plan 
is still more marked. 

This unsatisfactory condition of affairs has been the inevitable 
result of the mianner in which the administrative services and de¬ 
partments have come into existence. The administrative branch 
of the national government has had a development analogous to that 
of a rambling group of buildings composed of successive accretions 
of wings, additions, sheds, and outlying structure, each erected 
to meet a specific need, but not designed with any reference to the 
production of an harmonious assembly of buildings. In large part 
the government has entered upon the performance of new activities 
in response to the solicitation of existing services which desired 
to extend the scope of their operations, or of private organizations 
interested in particular lines of work. In many cases the only 
authorization for such work is to be found in the appropriations 
granted for its performance. The distribution of duties among the 
services, and to a certain extent the grouping of services deparl- 
mentally, has been almost a matter of chance, or at least one not 
made in pursuance of any carefully thought-out plan. At rare inter¬ 
vals, when provision was being made for new departments, some¬ 
thing in the way of <i niore logical grouping of the services 
immediately involved has been attempted. At no time, prior to the 
creation in iy2{) of the ‘‘Joint Committee on the Reorganization of 
the Administrative Branch of the Government,” to which reference 
will hereafter be made, has the government ever attempted to lake 
stock of all its activities, the distribution of those activities among 
Its several services and the grouping of those services depart- 
menlally with a view to bringing into existence a thoroughly har¬ 
monious and efficient organization of its administrative branch. 



88 PRINCIPLES OF PUBLIC ADMINISTRATION 

The result of this failure on the part of the government to apply 
itself seriously to the task of working out an efficient administrative 
system has been that it now possesses an administrative establish¬ 
ment that fairly bristles with incoagruities and defects. Services 
whose duties fall in the same field and wliich have, or should have, 
the most intimate working relations with each other, are scattered 
among a number of departments where it is exceedingly difficult 
for them to work in co-operation and often even in harmony with 
each other. Many departments, as has been pointed out, have 
attached io them services which have nothing to do with their 
primary function and which thus introduce into them lemenls that 
can only lend to complicate and interfere with the performance of 
their primary duties. Activities which should be performed by a 
single strong service are scattered among a number of services. 
Conflicts and overlapping* of jurisdiction of services are numerous. 
IJnnecessaiy duplication of organization, plant, personnel, and 
operation is widespread. 

Movemeiil for Reorganization. The fact that the national 
government had a faulty administrative organization has long been 
recognized. The first serious effort to improve it was made by (be 
President’s Commission on Economy and Efficiency, which func¬ 
tioned under President Taft during the years 1|)J 1-1 3. This body 

made a number of reports recommending .pecific change. Unfor¬ 
tunately, however, its existence came to end, through ihc failure 
of Congres.-- to provide for its continued support, before it was 
prepared to make a comprehensive report on the subject which it 
had ill pieparation. l'^\enls growing out of the war, and particularly 
the great exlension of the activitie.^ of the government and ihe 
increased burden of taxation, were re.sponsible lor again raising 
the question of pufting the government upon a more efficient and 
economical basis as a problem of practical politics. Alritost co¬ 
incident with the establishment ol a budget sy.slem, account of 
which is elsewhere given. Congress by joint resolution of December 
17, provided for the creation of a “Joint Committee on Re¬ 

organization,'’ to consist of three incmbeis of the Senate and 
three members of the House, appointed by the presiding officers of 
those bodies, with the duly oi studying this whole subject and 
recommending the action to be taken. Specifically, it was made the 
i.!uly oi this committee: 

To Inko sui'vey of li»o ndiniiiisl |•;J1 ivo of the 

go\oniiiiont Tor tlio p’lirposr iii' sreuiing* «'iil poriinenl I'nids 
roil corn in jj* lhoir powtns ami ilulii's, llioir disi lilnit ion amoiig; 
the scvoi al CA(><'n1ivc u'c[»a ainl llicir ovcrlitjjping* 

and dui)licalion of aulfioiily; aiso io doiorniiiic what 
redistribul ion of activities should he made amoiijr the 
several services, with a view (u llic ]>ro|>(vr ('orrclalion oC 
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the snme, and what dopartmental regrouping o£ services 
should be made, so tliat each executive department shall 
embrace only services having close working relation wilh 
each <;fher and ministoriug directly to the pi'imary ])ni'posc 
for which the same arc maintained and opci'atcd, to the 
end that t here shall be achieved the largest possible mea¬ 
sure o(-efliciency and economy in the conduct or govern¬ 
ment business. 

I he instructions given to this committee have been set forth 
in full, since they show that the framers of the resolution, and 
Congress in passing it, had clearly in mind the character of ad¬ 
ministrative organization that it was desired to achieve. 

Later, by a supplemental joint resolution, approved May 5,1921, 
provision was made for adding to the committee a representative 
of the President, to be appointed by the latter, on the theory that 
it was desirable that means be provided by which the committee 
might gel before it in an authoritative maimer the opinion of the 
President and his Cabinet officers regarding the changes that should 
be eii'oclivc. Due to this action the committee adopted the policy 
of it.'^elf doing nothing until the representative of the Picsident, 
Mr, Walter F. Brown, had studied the problem in conference with 
the President and his Cabinet advisers and was prepared to lay 
before tlie committee a program of leorganizalion that represented 
the opinion of the executive branch of the government as to what 
should be done. The formulation of such a plan required a much 
longer lime than was anticipated: and it was not until May 13, 
1923, that the President, by a letter addressed to the joint com¬ 
mittee, laid before that body the plan that had been worked out.- 

In the mean time, the Institute for Government Research, which 
since its establishment in IfllG had been subjecting the whole ad¬ 
ministrative organization of the national government to intensive 
examination, embodied the results of its study in a manuscript of 
something over four hundred pages, which was mimeographed 
and, in March, 1921, was submitted to Mr. Brown, the other 
members of the joint committee, the President, Members of the 
Cabinet, and other important administrative officers as an aid to 
them in considering the problem before them, fheve can be little 
doubt that the administration was greatly influenced by this report, 

“This lotlor and accomiianying plan was printed as Senate Doe. 302 
G i Ui Cong., and is entitled : ‘*Bcorgunization of the Executive Depart- 
ineiits. Letter from the President of the United States to AVultor F. 
Brown, Chairman of the Joint Committee <ni ’Reorganization <ff Govern- 
meut Departments Transmitting a Chart Exhibiting in detail the Pre¬ 
sent Organization of the Government Departments and the Changes 
Suggested by the Presidont and the Cabinet.»’ This document indicates 
the changes recommended, but contains no arguments in their support. 

12 
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since the plan of reorganization suggested by the President follows 
its recommendations very closely. Noteworthy features in respect 
to which the two are in accord are: the recommendation for the 
consolidation of the War and Navy departments into a single 
Department of National Defence, the creation of a Department of 
Public Works and Public Domain, the grouping of all the services 
having to do with maritime affairs as a distinct group under the 
Department of Commerce, the enlargement of the scope of the 
Department of Commerce so as to make it in effect a Department 
of Commerce, Industry, and Maritime Affairs, the consolidation 
of the Lake Survey of the War Department and the Hydrographic 
Office of the Navy Department with the Coast and Geodetic Survey, 
the abolition of the Coast Guard of the Treasury Department and 
the ‘ransfer of its Revenue Gutter service to the Navy Department 
and its Life Saving Service to the group of maritime services under 
the Depa trnenl of Commerce, the stripping of the War and Navy 
Departments of all of their non*military and non-naval services and 
duties and the stripping of the Treasury Department of all of its 
non^financial services. The most important feature with respect to 
which the President’s plan departed from that of the Institute for 
Government Research consisted of the recommendation for the 
creation of a Department of Education and Welfare, while the 
Institute’s program proposed the creation of a Department of 
Education and Science and a Department of Public Health. 

The general character of the scheme of departments now in 
existence and proposed by the President and the Institute for 
Government Research is shown in the following statements: 


Existing 
depart me* II lal 
system 

.1, State 

2. War 

3. Navy 

4. Treasury 

5. Justice 

(). Post Office 

7. Agriculture 

8. Commerce 

9. Labour 

10. Interior 


President’s 
propo.sal 

1. State 

2. National Defence 

3. Treasury 

4. Justice 

T). Cominunicalions 
(). Agriculture 

7. Commerce 

8. Labour 

9. Interior 

10. Education and 
Welfare 


institute of Govoin- 
uient Itcsrnrch 
proposal 

1. Stale 

2. National Defence 

3. Treasury 

4. Justice 

5. Post Office 
(). Agriculture 

7. Commerce 

8. Labour 

9. Public Works and 
Public Domain 

10. Education and 
Science 

11. Public Health 


Note.—Though the iiarno “Tnteriur'' is retained in the President’s 
prog! a in for the Department of the interior, llic pr<)]»osaI in for a 
Department of Public Works and Public Douiaiii as I'Topoifed ly the 
Institute for Govei ninent RcFcarcli. 
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It is not feasible within the compass of the present work to 
indicate the services comprehended under the departments either 
as they exist at the present time or under the proposed plans. It 
should be borne in mind, however, that in many respects the most 
serious defects in the existing organization, and the mo.t important 
changes suggested, consist not so much of the number and desig¬ 
nation of the departments, existing or proposed, as of the grouping 
of the services under the departments. All that can be said is that 
the proposals of both the President and the Institute for Govern¬ 
ment Research represent a marked improvement over existing con¬ 
ditions with respect to making the departments as unifunctional as 
circumstances will permit. When certain departments include more 
than one distinct group of services, as, for example, the Depart¬ 
ment of Commerce, which includes the three groups of commerce, 
industry, and maritime affairs, or the Department of the Interior or 
of Public Works and Public Domain, which includes the two 
groups of public works and public domain, account can be taken 
of the fact by providing that each group will be under the imme¬ 
diate direction of an assistant secretary, and it will be a matter of 
comparative case subsequently to split such departments into tw'o or 
more departments, each having jurisdiction over one of the groups, 
without necessitating in any way a rearrangement of services in 
the other departments. 

Departmental Regrouping of the Acliiiinistralive Servi- 
ees of the Slates.^ As has been indicated, prior to the recent 
movement for the improvement of the administration oi the slates 
which began about ten years ago, all of the stales had administra¬ 
tive systems corresponding to the independent or uncorrelated type 
of organization. The general policy adopted was that of setting 
up a distinct service having little or no relation to other services 
for the performance of each activity or line of work undertaken by 
the state. The extent to which this policy was carried is shown by 
the fact that Massachusetts had over 200 separate administrative 
or quasi-administrative agencies. New York, 187. Michigan, 
Illinois, and Delaware, over 100 each; and Maryland, 85. It 
would probably be safe to say that the great majority of the states 
had as many as fifty separate services and many slates other than 
those enumerated, a still greater number^ Many activities were 
in charge of ex officio boards. In Michigan, for example, the 
Governor, in 1920, was ex officio member of twenty-four different 
boards. 

About ten years ago the states began to concern themselves with 
the general problem of improving their methods of administration. 

3See Appemdix, Bibliograpliii; Note No. 4, Administrative Reorga¬ 
nization of the States.” 

4W. F. Dodd, State Government, p. 224. 
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One after another of the stales provided for the appointment of 
legislative committees o r commissions to investigate existing con¬ 
ditions and U) make recommendations for improvement. Almost 
without exception these bodies reported that one of the fundamen¬ 
tal reforms that sli.mld be accomplirhcd was that of the adoption 
of the departmental system under which all of the administrative 
services would be grouped as subordinate services in a relatively 
small number oi departmen;s. each as far as practicable concern¬ 
ing itself with a single general field of activities. In some cases 
these recommendations were acted upon and in others not. The 
movement, however, is definitely under way. and there is little 
doubt that sooner or later all of the stales, or at least the great 
majority, will definitely organize their administralivc branches on 
this basis. 

The first state to acl affirmatively was Illinois. As one of the 
lesulls of an exceptionally thorough investigation of all phases of 
stale administialion by its Commission on Lconomy and Efficiency. 
Illinois, in 1917, adopted an administrative code providing for the 
grouping of all its purely administrative services in nine depart¬ 
ments. This action wa^; imporlanl in itself, since by i\ Illinois was 
given an exceptionally efficient administrative organization, but 
it has also served as a model for a number of other stales. Thus 
Nebraska and Idaho in 1919 and Ohio and Washington in 1921 
ad-jpted administrative codes lollowing closely that of Illinois, 
with the result that these five stales now have well-developed 
departmental systems which, as regards their general principles 
and to a considerable extent as regards details, are nearly iden¬ 
tical. 

Other states which have taken steps to reorganize ihcir admin¬ 
istrative systems are Massachusetts in 1919, California in 1921, 
Maryland in 1922, Pennsylvania, Tennessee, and Vermont in 
1923, Minnesota and South Dakota in 1925, and New York in 
1920. In addition to these fourteen slates that have taken action, 
a large number of others have provided for investigation of the 
subject, and action before long by them may be expected. It is 
hardly necessary to say that the departmental systems established 
vary widely in character and efficiency. The imporlanl thing is 
that this type of adininistralive organization is being generally 
accepted by the slates and that a great improvement in the admi¬ 
nistrative organization of the stales is being effeclecf. 

Before leaving this subject, it is important to note that this 
movement for the reorganization of the administrative systems of 
the states is intimately tied up with other proposals for reform: 
such as, the placing of the governor at the head of the administra¬ 
tion through the provision that the heads of departments shall be 
appointed by him and hold office at his pleasure, and the conferring 
upon him of powers of general direction and control, the creation 
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of a service of general adinini.slralion, and the adoption of 
a budget system. Incidenlally, lire movement tends to accomplish 
the purposes aimed at by the Short Ballot movement, since one 
of the features is to provide that purely administrative officer shall 
hold office by appointment rather than by election. In many 
cases, however, this end can be fully .achieved only by the process 
of constitutional amendment, due to the iact that existing consti¬ 
tutional provisions require certain administrative officers to be 
selected by popular ballot. ’ 

•‘'>TIie ticst fiecoiiTit of iUo Hi-TveRienl. Tor rei)ri;^;ijiizMtloii of 

tl'O ! Lve syslcins '.>r the ili.it of A.. K Bid*!;, Admliiis 

1r:itivo CoiH-v.lidat ion in S’.'ite Gov ornnifoif.B. NnliniL'il Tj' ::oiu'. 

Tec.linieri! T’amjdilet, Sn ioM N«o 'I’liird IMifioii I9;M, iiimI u siijiphoMciit 
in 
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INTKRNAL ORGANIZA'riON OF ADMINISTRATIVK 
DEPARTMENTS 

In llie chaplers immediately preceding we have considered the 
problem of the organization of the administrative branch of a 
government as a whole. We have seen that the fundamental prin¬ 
ciples tliat should find expression in such an organization are: first, 
the erection of the chief executive into the position of general 
manager through the vesting in him of the powers and responsibi¬ 
lities of that oflice, and the placing of all the purely administrative 
services under his general direction so that the line of authority 
will run from them to him and through him to the legislature 
instead of directly to the latter; second, the establishment of a 
service of general administration, analogous to that of the Treasury 
in the British Government, which, itself having no operative func¬ 
tion will serve as an organ through which the chief executive may 
effectively discharge his duties as general manager; and, third, 
the grouping of the several administrative services into depart¬ 
ments in such a manner that all services whose operations fall in 
the same general field and which should maintain close working 
relations with each other are brought together under a common 
overhead direction. 

rhis problem of the general organization of the administrative 
branch helving been worked out, the next presented for solution is 
that of the character of organization that should be given to the 
several departments for which provision has been made. 

It is in many respects analogous to that of the organization 
of the administrative branch of the government as a whole. 
Just as the administrative branch under an integrated system of 
organization, is composed of a number of distinct departments, so 
each department is composed of a number of distinct services. It 
follows, therefore, that just as the chief executive ought to exert 
a general overhead supervision of the departments and have a 
special organ through which to do so, so the head of each depart¬ 
ment should exercise a similar control over the several services 
embraced within his department and likewise have a special service 
for this purpose. 

Though the nature of the problem of general administration 
here presented is similar to that presented in the case of the 
administrative branch as a whole, it nevertheless presents certain 
special phases that require independent consideration, 

9i 
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Distinction between the Primary or Functional, and the 
Institutional or Housekeeping, Activities of Administra¬ 
tive Services. To understand the special character of the pro¬ 
blem of general administration as it confronts the head of a work¬ 
ing department, it is necessary to appreciate the fundamental 
distinction that exists between what may be termed the primary, or 
functional and the institutional, or housekeeping, activities of 
government services, to which incidental allusion has already been 
made. Primary or functional activities are those which a service 
performs in order to accomplish the purpose for which it exists. Ins¬ 
titutional or housekeeping activities, on the other hand, are those 
which it is necessary that a service shall perform in order that it 
may exist and operate as a service. An administrative service, 
thus in order that it may perform the pnrnary duties for which it 
has been created and is being maintained, must provide itself with 
and maintain a plant; it must establish and operate a system for 
the recruitment, compensation, and general control of its person¬ 
nel; It must perform the work entailed in contracting, purchasing, 
inspecting, storing and issue of supplies; it must contain a system 
for the examination and settlement of claims, the keeping of 
accounts, and the rendition of reports that will accurately record 
and make known all of its financial transactions; and generally 
it must do all those things which relate to its owui maintenance and 
operation as an inslitution as distinguished from those things which 
it does in the actual perlormance of the duties for which it exists. 
Primary activities are thus, an end in themselves; inrlitulional 
activities are but a means to an end. 

This distinction between the two classes of activities of an oper¬ 
ating service is not merely one of interest; it goes to the very 
foundation of the problem of efficient administration. In the first 
place primary activities, being ends in themselves, are represented 
by a product in the form of work performed. The question .of 
economy, in the sense of keeping the l . tal expenditure down to 
the lowest possible amount, does not, therefore enter. As Jong as 
the returns received are proportionate to the expenditures made, 
it may be devirable to expand rather thiiii to curtail operations. 
This is not true of inslitulional activities. Producing no return of 
direct value, it is desirable that every eflorl should be made to 
keep the expenses involved in their performance to the minimum. 

Secondly, it is with the class of institutional activities that the 
problem of administration has chiefly to do. 1 hough there is. of 
course, room for great differences in respect to the efficiency with 
which the primary activities of the government services are per¬ 
formed, the real efficiency with which such services are conducted 
centres almost wholly around the manner in which these purely 
institutional activities are carried on. 
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Finally, and of still greater significance from the standpoint of 
this study, these two classes of activities differ radically from each 
other in the iacl that while, in the case of primary activities, the 
problems of organization and procedure aie diileicnt for each kind 
of activity to be performed, in the case of institutional activities 
they are similar if not identical for all service.-. The pjoblcms of 
administration having to do with the lailor are, in a word general 
throughout a department and to a considerable extent throughout 
the whole government. They con.stitute the real subject mailer of 
administration, and the first step towara.s their con.sidcraiion is a 
recognition of their special character. 

Need for Special Organization Units to Perform Institu* 
fional or Ilousekcepiiip: Aetivities. It follows from this 
clcc i distinction between the functional and housekeeping activi¬ 
ties government services that sepaiale units of organization 
should be set up for their performance, Thi.^ is desirable for a 
number of reasons. In ihc firs;, place il is highly advisable that 
those officers who have responribility loi the performance of the 
technical oi prolc.ssional activities loi the carrying on of wliich the 
services are main’aincd shall as far as posTblc be relieved of all 
duties and responsibililie.*'- not chrecily peilaining to such activities 
and thus be in a position to devote themselves exclusively to the 
latter. P\1oreovcr, it often happens that the head oi a service, 
though highly competent in respect to \i\ prcfcssioual d itics, may 
be deficient in respect to mailers of purely business administration. 
This arises from the fact that such heads are, or should be, select¬ 
ed will) special reference to tlicir Icchuical ciualiiicalions and that 
they are naturally interested primarily in their profco.'.ional duties. 
Secondly, and more imporlani; .still, in lilulionai or houL-ekeeping 
duties are ihern.^elvcs of a lii,ghly rpeciai an:.l technical character 
and. if they are to be efficiently performed, should be in charge of 
persons who have specialized in those fielJ*. and through study or 
experience, iiavc become experts in reference Lo them. 

JuriHfliclioii of Spet inl Or^tjaiiizalioii Units for the Per- 
forniiinee of liistitutioria I Aetivili<^8. A second principle 
following from the special charactci of the hmisckceping activities 
ol govcrnicnt services is that, with rare exce]»tions, the juii: 5 dic- 
lion cl the .special oiganizaiion uniLs having them in chaige 
should extend to the enliic dcparlnicnt. lo stale this in anollicr 
way, instead of each ol the several service ; comprehended within 
a department having its own housekeeping organization units, there 
should be but one set of units to perform these clulie. for all the 
services. 1 his is desirable in the interest of both efficiency and 
economy- ll lia;: been pointed out that a [ninie characteristic of 
houseliold activities is that they are of substantially the same char¬ 
acter for all seivicts. A great economy can thus be secured by 
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havin" ihc.^c aclivilies peiToiincd by single depart mental units in¬ 
stead of by a number, l.specially is this so where a department 
is uni(unclional in the sense that it embraces only services working 
in ihe same general field and consequently having business opera¬ 
tions which arc of the same general character. Again, it is highly 
desirable lliat: the method employed in performing these activities 
shall, as far as possible, be staiidardized. This can be much more 
effcclivcly secured where responsibility for tlieir performance is 
concciiti i.ted in central services. 

Or;raiiization for the Performance of iiiatitutional Acli~ 
vjlics in the National Goveriiinenl. in general, the prin¬ 
ciples above laid down are more or less closely adhered to in the 
executive departments of the national Government. In all of them 
are lounj offices, variously designated, such as those of chief 
clerk, sup ■ iiilendeiil of building, appoinlrnenl clerk, disbursing 
ofTice;:, eij^ i of division of mails and (ilc.s, cliief of division of sup¬ 
plies, chied of rlivision of pfinling and pablicalion;:, etc , having 
fur theli dvUiCfl the performance of these act!viiies. Though the 
need lor sj[5eci if services of this kind is thus recognized in the 
national governnient, no consistent principle has been followed in 
lespect li> iheir designation, scope of function.:, or distribution of 
duties among (he several unit;. In some cases the chief clerk has 
cliavge of such matters as mails and files, care of buildings, etc., 
while in others special units of organization have been .set up for 
siicii i)uiposcs. In some ca'^cs there units aro subordinate units 
uiidET the ofiicc ot chief clerk, while in clhers they are independent 
of iijid c 7-ordinate in jank wilh that office. Again, in some cases 
the cflicc::i named are dcparlnienlai units in the sense that they act 
ft)r all :ei vices embraced under the department, w'hile in other 
casc.^ omc ol the several services have ih ir independent units. 
MiialJy, a wide divcr.siiy exist.^ in rc.'^pccl to the method made use 
of by dicse units in performing their duties. 

Proposed Standard Selieme of Orj::anizalion Units for the 
Performanee of Inslitutional Aelivities. This lack of uni- 
foriruTy in respect to the provi.don made for the performance of 
this class of activities cannot but be deemed to be a defect in the 
existing organi-.ation and methods of work of the executive depart¬ 
ments of the national government. As has been repeatedly pointed 
out, the leading characteristic of this class of activities is their 
similarily throughout the government. It. is desirable, therefore, 
lhat a standard scheme of organization, unit designation, jurisdic¬ 
tion, scope. <>( duties, and methods of procedure should be worked 
out and applied exre{)t where special conditions make out an 
affirmaiive ca‘;e for departure from it. A study of the character 
of work to be done and conditions to be met shows that such a 

F. 13 
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scheme of organization should be substantially as follows. In each 
department provision should be made for the following units hav¬ 
ing jurisdiction over all the services of the department except in 
the few cases where practical considerations make it desirable 
that a service shall have its own independent units. 

1. Office of Chief Clerk 

2. Division of Mails aud Files 

3. Division ol Personnel 

4. Division of Supplies 

5. Division ol Accounts 

6. Division ol Printing and Publications 

7. Office ol Supennleiident of Building. 

ihe duties pertaining to these several offices are in general 
sufficiently indicated by their names. A few remark's should, how¬ 
ever, be made regarding one or two of them. At the present time 
the third unit mentioned. Division of Personnel, is usually known 
as Office oi Appointmeni Clerk. It is believed that this desig¬ 
nation is unsatislactory, since this unit ought to attend many mailers 
other than that of the appointment of employees. As will be 
elsewhere pointed out, a proper adminisiraUon of personnel involves 
a number of important operations. Among these are: the mainte¬ 
nance ol personnel records showing ihe service of all employees; 
the devising, instaiiatioii, and operation of a system of efficiency 
ratings j the investigation ol complaints or charges against em¬ 
ployees; the adiniiiisifadon ol the system of promotions, demo¬ 
tions, and Iranfiers; the conduct ol examinations to determine 
promotions, etc. Ihe administration of all these matters should 
belong to the Division ol I^ersonnel. It should accordingly have 
a designation that will adequately indicate the scope of its duties. 

In like manner the unit having charge of the linanccs ol the 
department is usually designated as office of Disbiii sing Clerk- 
Here, too the duties properly pertaining to that office are much 
broader than that of merely making disbursements, li efficiency 
in operation is to be secured and if the head of the department is to 
be in a position where he can currently keep himself informed 
regarding llie operations of the services under his dircclions and 
exercise a comroi over them, provision must be made lor an ac¬ 
counting system that wdll show all financial transactions properly 
classified and presented in their relations to each other and the 
work undertaken or accomplished. The Division of Accounts 
should be the service having charge of these inalteis. As the cen¬ 
tral accounting service lor the dcparlmcnl, il should have a desig 
nation making known the lull scope of its responsibilities. 

Before leaving this subject it will be noted that in designating 
these seveial units use has been made of the term “division.'' 



ORGANIZATION OF DEPARTMENT 


f)0 

It would be unfortunate to designate any of the “bureaus/* since it 
is llioughl that this term should be reserved to designate the pri¬ 
mary functional services of the dcparlinenls, and because, as will 
now be pointed out it is believed that these sevtMal units should be 
made the subordinate units of a superior service to be known as 
Bureau of General Administration. 

Noed for a Bureau of Administration in Each Depart¬ 
ment. 1 hough the housekeeping activities of a department em¬ 
brace a number of distinct categories ol work, for the performance 
of which separate units of organization should be provided, all arc 
concerned with the operation of the department and its several 
functional bureaus as institutions. They, thus, constitute a distinct 
group of responsibilities and one that in a peculiarly direct w'^ay has 
to do with problems of administration strictly coiulrued and wdth 
the efficiency and economy of the depavlmcnl and its functional 
services. Recognition of this fact, it is bLlicvecl. leads inevitably 
to the conclusion that it is desirable that these several housekeeping 
organization units should be grouped together as sul>ordindle units of 
a single deparrnental bureau of administration. A system of organi¬ 
zation such as this would mean that there will be in each depart¬ 
ment a .single service presided over by an officer of high rank 
having direct responsibility for the performance of this distinct 
category of administrative duties, and constituting in eflecl the 
general or business manager of the department. Responsibility 
for administrative efficiency will under this plan be definitely locat¬ 
ed. If administrative organization and methods are archaic, waste¬ 
ful, faulty, the blame w'ill be his; if they are uplodate, economical, 
and corresponding to approved principles ot business management, 
to him will accrue the credit. Making provision lor such an 
officer, moreover, will lay the basis for the establishment of unifor¬ 
mity and standardization in respect to the performance of these 
business activities throughout the government service. It will be 
a matter of comparative ease for these business managers to get 
logclher, under the auspices of the director of ihc bureau of gene¬ 
ral administration for the government as a whole for the considera¬ 
tion of the problems in which all are commonly interested. A 
further advantage of this scheme of organization is that it will, 
automatically, as it were, bring out expense involved in carrying 
on these aclivilies. It will thus facilitate gieally the problem of 
preparing budgetary estimates and of Congress in passing upon 
these estimates. If uniformly applied in all the departments, it 
wdll permit of comparison of purely administrative costs than can 
be equally well secured in no other way. The fact that this com¬ 
parison can be readily made will in itself furnish a powerful motive 
for the several departments to perfect their methods in order that 
their showings in comparison with each other may be favourable. 
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The Fir.^l AsBif^lanl Secretary xib the Head of the l^urean 
of AdmiriiBtralioni. Aiiolhci’ impoiianl Icalure ni lliis systcrn ol^ 
orgajiization is ihal the official placed in charge of bureau 

should be First ANsistartl Stcretaiy. li this is done eacli depart¬ 
ment will be given an officer cjrropoiiding in sUiUi:: and ciiUics 
to the Pernianent Uri'-ier Sec i ci:u\v ol ilic adiiimisti alive departments 
of the British Government, a fealme cf the Brilish governmental 
system whicli has won diL un»vey<aj commendation cd studenis of 
that government. A. the duties of these oHice: a will he wholly in 
the field ol technical business Oi)erations and thus have no political 
characlei it is to be presumed that tiie persons selected i*;r this 
office vvill be chosen wholly with re.leretice to thoi; ,-|?eciaI rjaali- 
fications lor the work and that they vvill hold olhco i;i:lepcndeij( of 
changes in adininis!;rali<.»n. k.vcn chd the law providing for such 
offices cletinilciy e.-labitsh such reqmrcincnls. piacl.ce AVviuId in¬ 
evitably do so. * iiC ne v political liead oi a depart ncni. would 
in general be only too anxioas to ref sin the services oi one aLciidy 
familiar with the orgaia/.ation and admmistrat-ve meLsiod * of the 
department to be direcied by imn. Normally* tlu; office would 
probably be filled by promotion of one oi the division chiefs in 
the bureau. 

Before leaving lliis subject il i; impoi lanl to make clcjir why the 
head of the department cannot himscTl directly i)crloin]i tliis Iniic- 
lion of business rnisnager. I he rca v.^u ; for this ase analogoifs to 
those which prevent the Ibc dcicnl irom pei Msrially ci(ending to 
the details of adrninislralive ccraiol and icqidi'^; tlial he sliould 
have a special service to act as his executing agency in respect to 
such duties. As is w^cll known the heads of departinents, like the 
President, me not selected solely,and often not even pvimai:|y with 
reference to their qualifications as administrative officers, i hey are- 
the chief political arb iters of liie President. As much, if not 
greater weight is given to their qualihcalionc* us riicnibcvs of the 
President's Cabinet as to their special qualificalioiis for the admin¬ 
istration of the departments of which I hey are placed rn charge. 
Furthermore, their tenure of office is lemporaiy, since, normally, 
they will go out of office with the President by whom they have 
been appointed. In practically all cases they will also lake office 
with little or no knowledge of the organization, per.sonnel, duties 
or methods of procedure ol the services to be under ibcir direction. 
Their interest.s, quite properly, wdl be primarily in the primary 
duties of the services rallier than their inslilution.d activities. 
Under these conditions not only will a g:eat increase m efficiency 
result from having all these business duties ceiitied in a single, 
highly integrated, and co-ordinate .eivice, prciidcci over by a 
permanent officer of special conipelencc, but the Secretary himself 
will be in a position effectively to devote himself to the larger ques¬ 
tions of general policy that constitute h»s chief responsibility. 
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Ihoi>f*h llie proposal (oi liio crealion mi each clcparlineiit ot a 
bureau ol auiiirruslral! ui to be presided over by the First Assi laiii 
riecrclaiy aiid to have direct char^ve of the purely hoMsckeepiiui: 
activities ol the depaiUncntf has never been made with cjuile the 
same dehiuieness as iibovc, it is ol inlcresl to note that various 
secretinjcs oi dcparlincnU have ir; the past jioinled t)ul :n their 
annual reports the rc.ed lor an office and officer coriesi>ondirH^ 
closely io llie one he^c j.roposecL Thus the Civil Service Cota 
mission, in its report lor jf)!*!), in spcakin^i; of ass istant secrelaries, 
said: 

'Pin*!:' !M d«‘]>mido]it lai'o'i'ly iljuni eli;iii«j;rs io llie 

N III iirbri Jiiist ini ioii, ;nul Ihe iiisecrtirnilv' i O'Siii linrf t hor(‘- 
I'roni njK‘i“!l es jio;h H-''I «‘i <'ont iti tiitv ni' po!M*\' in tiio ‘^■iMtinn! 
iidrn ill is1 ij:i 10(1 ol'i.ln* i ti'pn rt uktiI . iUu^ Assishinl S4‘f*rc! iiry 
in one!! nliln.' I)ep;ii liiunitn sliouUI ix' ii pei miiiK'ni ni'iirdji; 
ol tried <.‘::A‘erd i\<' iibility nnil leny, » x]>nri(‘[n'i*, not in. iiicro 
desk or <iI\'iN;ori uoj'k lint in the n-^jornl ;i<liniiiis{,rni ion ol* 
the d<‘io! rl iri(‘ii1. 

For several years the Postmatler General has called the attention 
of Connive.'s to the desirability ol the appointment of a permanent 
De{)Uly iA;slniaslei General or Director of the Posts with a salary 
ot nol less dian $lDd)0(). who si oiild be the rankinyj officer to the 
PosliiiasUn- Genevars assistant,-^, and whose duties would be those 
of a j^eneral maiiayer of l!ie postal service. Such an officer, if of 
tried executive capacity and lont^ experience in postal matters, 
would, in the opinion ol the Postmaster General, ensure that con¬ 
tinuity ol the policy of the department which is necessary in bring¬ 
ing about the best results to the service, whose methods are lacking 
in economy and directness and whose organization and .system, 
while at one time salisfaclor3% arc now out oi date and inadequate 
to the present increased requircraents. Such an oflicer \vouId also 
relieve the head of the department of innameiable duties which 
now consume a large portion of his time and pieclude the proper 
consideration of iinpoilant questions of general policy developed 
in our own and foreign postal administrationJ 

In iii.s report for IJIOT the Secretary of the Interior refers to a 
plan for the reorganization of the Department of the Interior, 
presented to Congress, which he de.scribes as follows: 

The plau in brief is to ererde tho positions of two iimlei* 
sccrctai'h's ill IlKM'jassilleil service and to abolish the posi¬ 
tion of chief ciciks, n.ii ofliec which is iio l(>ns»‘er rc({Uiml. 
The two under sccietarics, with the Pi'lvalo Secretaiy, 
would coustitiiio an administrative committee to be charged 

1, ruslmusfcJ aen- ml ‘Momnl llcpurts, 1900, p. C-: 1907 pp. 0; 19(^8, p. S, 
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witli all moroly administrative matters. These officers would 
relieve tlie Se(n'elary and the two Assislani So(M*etarios from 
(lelail work which ikuv o<*eii[)ies a jar<i‘i‘ fjortiou of iheij* lime, 
iind make it iKVssihJe loi* them to devoi e I heir laier^y and 
thought to the ]>roblems and j)olieies with wliieli the I)(‘|.»art" 
iruMil a ml its offieers lone to deal. 

Statii.s iinil of Assistant Seerelaries of DeparlnientB 

Other lliaii the First Assistant Secretary. In the section im¬ 
mediately preceding it has been urged that a fundamental change 
be made in the status and duties of the First Assistant Secretaries 
of the executive departments of the national government. In the 
present section is raised the question of the desirability of making 
an equally important change in respect to the status and character 
of duties of liic remaining assislani secretaries. 

A study of the laws providing for the organization of the execu¬ 
tive departments and oi the practice that have grown up under 
these laws, shows that no consistent principle has been developed 
in respect to the character of responsibilities and duties that should 
be imposed upon these officers. From the legislative standpoint 
Congress has contented iUcIf with making provision for these 
officers and leaving to the heads of departments discretion in 
respect to the determination of the specific use that shall be made 
of them in the actual conduct of the afTairs of their departments. 
It has resulted Irom ihi^ that, not only is there a great diversity of 
practice in respect to this niatlei as between the departments, but 
also a diversity within the same department at different times as 
different secretaries may liave varying ideas regarding the organi¬ 
zation of the department for the performance of its work. 

Considering the departments at any one time, three distinct poli¬ 
cies in respect to the utilization of the services of these offices may 
be distinguished. In some departments, such as those of the Navy, 
Agriculture, Commerce, and Labour, provision has been made for a 
single assistant secretary. In these cases, the theory followed is 
that this officer will be direct assistant of the secretary for all 
purposes. In other cases, where provision has been made for a 
number of assistant secretaries, the policy adopted by the head of 
the depa-tment has been that of assigning to each assistant secre¬ 
tary responsibility for exercising a general supervision or control 
over certain of the specific services constituting the primary organi¬ 
zation units of the department or certain of the specific duties of 
the department. The best example of this principle of organization 
is afforded by the Treasury Depvrlment. Still a third type of 
organization is that of the Post Office Department, where the assis¬ 
tant heads, that is, the assistant postmaster generals are given not 
merely the general supervision of certain services, but also the 
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direct administration of the affairs of those services. Their offices, 
thus, constitute the primary organization units of ihe departments, 
analogous in almost all respects to the functional bureaus of the 
other departments. 

For purposes of present study interest attaches to the relative 
merits of the last two types of organization. With respect to this 
matter the position is here taken that the principle of organization 
adopted by the Post Office Departinenl is the correct one and .should 
be followed in all cases. To slate ihi.s in another way, it is believed 
that the principle should be lollowcd throughout the executive 
departments ol making assistant secretaries the direct adminis¬ 
trative head.s of the several services constituting the primary 
units of organization of the dcparlmenli. In the case ol the Trea¬ 
sury Department this would mean that there would be an as.sislanl 
secretary in-charge of the Bureau of Customs, an assistant secretary 
in-charge of the Bureau of Internal Revenue, and so on. The 
advantages of this rather radical change in existing practices can 
it is believed, be readily demonstrated. 

Using the Ireasury Department as a concrete example, it will 
be noted that, under the existing system, each operating service is 
subject to the overhead direction and control of two, and. if the 
Secretary himself is considered, of three, offices—the chief ol the 
bureau, the assistant secretary in charge of that bureau, and the 
Secretary of the department. It is subiutiled that this multiplicity 
of officers having general re.sponsibility for the conduct of the 
affairs of a service not only serves no useful purpose, but is also 
productive of a number of positive evils. In the first place it neces¬ 
sitates a large number of general offices than is required. The 
consolidation of the two offices of chief of bureau and assistant 
secretary will mean the elimination of one of lliese offices. Where 
an aslislant secretary now has charge of a number of bureaus it 
will, of course, mean the elimination of only one mi. ol the total 
number. The total number ol offices eliminated will only corre.s- 
pond to the total number of existing as.sistant secretaries. 

Secondly, the present .system under which responsibility loi the 
conduct of the affairs of a bureau is divided among two officers— 
the bureau chief and the assistant secretary in chaigc--will be 
changed to one where responsibility will be definitely located in a 
single officer. Such a concentration of authority and responsibility 
is always desirable where feasible of attainment. Did the assistant 
secretary under the existing system perforin any really useful func¬ 
tion from the standpoint of overhead admini.'^tration and control, 
something might be said in favour of the system now in loice. A 
study of the manner in which this system actually operates in 
practice does not lead one to maintain this contention. Only in 
exceptional cases do the assistant secretaries have the special 
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knowledge or experience rendering them competent to pass upon 
the many technical questions arising in the conduct of the services 
under theii direction. For the most i)art, political considerations 
have been prominent, if not control]in;.';, in respect to ilicir sc:e:tion. 
With rare exceptions tliey chu'igc with each diarize in the admin- 
islration Under these conditions it is difficull tor them io make 
any rcaDy vaiuabie conMlbulion to the admmislralion of the .. iiaii ;. 
of the ; ei Vices under then- general ; ufjervisioji. lliis, ir.)ive\ ; i , r 
iifjt all tlio story. Ihe fact tha! they tic. h;»vca gencrai respo.no,bjlily 
in rer'f)cc! to these services and lliat then lank and authoniy aie 
superior to those of the bureau chiefs, make*:- ii iiievifabU*, on the 
one hand, that they should seek to exert an influence on the ms. utcr 
in winch the affairs of the bureaus are concluded, and on the 
other, ttial they must be consullecl and their appr.jval in many 
cases, .secured by the bureau chiefs belorc any action oi iiiipor-' 
tance is taken. This, as lias been pointed out, ch.vides respon¬ 
sibility and acts as a drasj upon the whole admiaisLiativo procedure. 

If the supervision exercised by the assistant secret.iry is merely 
nominal, line head of the service is deprived ol ihat public iccogni- 
tion of his .'.oTnidcte responsibility for results which shoiilci be at 
once his chief reward and the cliief assiirar.cc ol Iiis continued 
efficiency and zeal. If llie departmental licad on the contrary, 
atleriipis, ars he sometimes does, to exerci'C a real and active co.nlrol 
over operations, and by virtue not. of a superior km.wledge <'-r 
cxpciience but incre.!y of supeiior official podti -n, lu substitute liis 
owm judgment for that of the o[>e.raling head, the ic.o-iit i? n;o.d 
likely' to be a mavkcci reduction or even paralysis of the. i.uitialivc 
ol the opcialing head and a less of enthu ia-m and /ca! foi lesuil;-. 
]n short, an arrangement of ila.-. kind can ha\c no possible btnclicia! 
resulls and is bound to have hermfu! conser;ue:':*ci ed greater iv le:S 
degree, be.'ides invariably resulting in delay and uscles.', adminis¬ 
trative routine. 

Unles.- there cxi. I.. a clear and po'^ilivc rca;<.)n, ihcrclorc, .supe¬ 
rior direction and control of this kitid should not be supm imposed 
upon a service performing essentially independent functioii*i. Such 
would seem to be the plain dictates of admiiii.slrativc experience, 
when there is imposed upon the actual opeiadng personnel eii' 
trusted with any iunction, an o\tihcad adininistjation whicli ha.s no 
positive ccndlbulion to make to ultimate re.-ult, but the only pos¬ 
sible function ol which i.s to substitute its own ojrinion lor the opin¬ 
ion of the opearl:ng per.^onnel or internal questions ol operation, 
there is incurred .arJduional expense and dr lay vvilhonl any compen¬ 
sating icsuli. ] lii 13 the ca.'^e no malter how coinphdcl} an oveihcad 
adminisliator accepl.i without qiifva.ion the judgments oi the epci* 
aling head for unless the personnel of llie ovci fiead admini. tration 
is to be absolutely idle—and overhead administrations have a pecu- 
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liar propensity for accumulating personnel which requires employ¬ 
ment—there must always be a certain (juaniily oi aclniinislialive 
acl:^ which are required by practice in receive the pro foDmr ap¬ 
proval of the administrative overhead. 

Those who have had practical experience with the conduct of 
administrative affairs at Washing.'on know that responsibility for 
delay in the dispatch oi public business is to be lounJ chiefly on 
the desks of the directing personnel. Not only specific cases but 
whole classes of cases aie held up pending action by these officers. 
In a large number of cases this delay is caused by the necessity for 
securing the approval of the deparlmenlal officer, the assistant 
secretary, for action which the bureau chief desires to lake Fur¬ 
thermore, the necessity that these officers are now under, of ex¬ 
plaining to assistant secretaries their plans and proposals and in 
many cases of getting their approval to contemplated action, makes 
a not inconsiderable draft upon their time and energies. It is 
recognized that there are cases where tin’s ovcihead control results 
in preventing unwise action. This, however, is far more than offset 
by the cases where the judgment of the technically competent and 
immediately responsible officer is unwisely overruled and by the 
constant slowing down of administrative action that results from 
the sy.stem. 

Finally, it is to be noted that the principle of organization here 
recommended corresponds to the one followed by most efficiently 
organised and run private corporations. More and more these 
bodies are adopting the policy of providing for a large number of 
Vice-presidents, each of whom has direct charge of one of the dis¬ 
tinct branches of the operations of the undertakings. For example, 
many railway corporations have a Vice-president in charge of con¬ 
struction and maintenance, another on operations, another on 
finance, etc,, only following the most approved practice in private 
undertakings whose operations are on a scale commensurate with 
those of the national government. 

The Office of Under Secretary or Assistant to the Secre* 
tary. It may be objected that if the foregoing principle of making 
the First Assistant Secretary the business manager of the department 
and the other assistant secretaries the directing heads of operating 
service is adopted, the Secretary will have no general officer to 
assist him in meeting his general responsibilities as head of the 
department. This might be so but for the fact that within very 
recent years Congress has adopted the policy of giving to the de¬ 
partments an officer known as “Under Secretary'’ or “Assistant to 
the Secretary.’’ Provision for such an officer has been made for the 
departments of the Treasury, Justice, Interior, Agriculture, Com- 

1 *. 14 



PKINCIPLKS or f^UBLIC ADMINISl RATION 


lOfi 


meicc, and Labuiir. Ihis officer, having no specific duties assigned 
to him, can, or should, act as the direct personal aid to the Secretary. 
His position may l)e dclined as that ol a glorilicd private secretary; 
in a word, one similar to that which the private sccietary to the 
i’residenI cccupie.-. towaids that officer. He and his stall, composed 
ol private secretaries, confidential clerks, etc., can relieve the Sec- 
retaiy ol many ol his duties. Having a? he does a peculiarly per- 
ronai and intiiiKjfe relation to the Sccretaiy, it is to he presumed 
that he will he the pcisonai selection ol the latter and normally 
will change v,illi each new Secretary 
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ORGANIZATION OF OPERATING SERVICE^: THE 
BUREAU AND BOARD OR COMMISSION 
TYPES OF ORGANIZATION 

In considering the problem ol the orgnization of adminislralive 
services deparlmenlally we have had to do with questions whose 
characteristics are that they relate primarily to matters of general 
overhead administration and to a large extent are of more or less 
general application. In passing to the problem of the organization 
of services having direct charge of the performance of specific 
activities, which are here given the general name of operating 
services, wc are confronted with questions of quite a different order, 
fhis ari:-cs Irorn the fact that these services have to do not so miicli 
with makers of general control as with the direct perfoimance of 
work: and, furthermore, that generally speaking the nature of such 
work differs with each service. Since it is manifestly desirable that 
each operating .service should be organized with special reference 
to the work to be performed by it, it follows that, from the technical 
standpoint at least, the problem of the organization of each service 
is more or less a special one. Though this is so, there are, however, 
certain general considerations which should be borne in mind in 
the organization of any such service, and it is the purpose of the 
present chapter to call altentio;: to and comment upon such factors. 

Bureau versus the Board or Coinniis.sion Type of Organi¬ 
zation. The first question to be answered in organizing an operat¬ 
ing rcrvice of a government is that of the general character that 
shall be given to it from the standpoint of the location of respon¬ 
sibility for direction and control. In practice this means reaching 
a deci.sion as to whether such responsibility shall be vested in a 
single individual or in a number of persons exercising authority 
jointly. If the former policy is adopted there is brought into exis¬ 
tence a form of organization to which may be given the general 
name of ‘ bureau’U if the latter, a form of organization sometimes 
known as a “board” and sometimes as a “commis.sion.” 

Examination of the operating services of our governments, 
national, stale, and local, shows that both of these types of organi¬ 
zation are employed. It, thus, becomes a matter of importance 
to determine, if possible, the conditions under which one or the 
other of these two types of organizations should be employed. 
Fortunately the principle that should be followed in answering this 
question is clear and easy of statement. In general it may be laid 
down as a canon of coned adminisliativc. piaclicc that here the 

1U7 
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work to bjC done is essentially of an administrative character, that 
is, one calling for the direct performance of work, the bureau type 
of organization should be adopted. Throughout private industry 
and in governments as well, experience has demonstrated that a 
prime cssenlial of efficient operation ir. the definite location of 
administrative authority in the hands of a single individual rather 
than the division of such authority among a number of persons. 
Another objection to the board or commission type of organization 
for an adininistiative service, is the greater cost. This added cost 
is only partly d le to the necessity of paying the salaries of a 
number instead of a single directing officer. In many if not all cases 
each member of the board or coinmls.sion is given his own quarters, 
which may include a suite of rooms, his own secretary, messengers, 
etc. Expenditures for llicse purpo.-cs will certainly equal and in 
most cases exceed that for the salaries proper of the board or 
commission inembevs. And in other ways tlie general cos! of over¬ 
head administration is increased. 

If, on the other hand, the duties to be performed by a service 
are not primarily of an adiniiiistrative character, but ones involving 
the exercise of discretion ou an important scale in the formulation 
and adoption of policies, in the drafting of rules and regulations 
having the force of law and affecting private rights, and in the 
adjudication of claims, grounds exist for the adoption of the board 
or commission type of organization. Ihis results from the fact that 
where action of this character has to be taken, not only is the 
feeling strong that it is unwise lo vest such powers in a single 
individual, but thme is al-o strong ground for believing that the 
collective judgment of a number of persons is likely lo be superior 
to that of a single individual. 

The principle here stated can be made clearer by indicating some 
of the more specific services of governments which in conformity 
with such principle should be given the board or commission form 
of organization. 

First in importance should be mentioned those services whose 
duties are of a quasi-legislative or quasi-judicial character. Leading 
examples of such services aie public utility commissions. These 
bodies have two prime functions: lo formulate rules and regulations 
having the force of law in determining the rales and conditions of 
service of public utility corporations; and to pass upon issues affect¬ 
ing public and private rights arising under such rules and regula¬ 
tions, or the statutes authorizing the formulation and promulga¬ 
tion of such rules and regulations and otherwise determining the 
conditions lo be observed by public utility corporations in their ope¬ 
rations. In ihe performance of the first of these functions these 
bodies exercise duties of a cjuasi-iegislalive characivr. in that thev 
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act as the agents of legislative bodies to do for them what they 
might themselves do directly. In the performance of the second 
they sit practically as quasbjudicial tribunals for the hearing of 
causes in the first instance and the rendering of decisions. In most 
cases the decisions thus arrived al are subject to review, as regartls 
matters of law al least, by the regularly constituted court. It 
needs but the foregoing description of the duties of such bodies to 
make it clear that they are of a character rendering it desirable 
that they should be performed by a general board or commission 
rather than by a single individiiul exercising power:^ ol an auto¬ 
cratic character. The national goveinment lias, thus adopted the 
correct principle in providing for the regulation and control of 
corporations engaged in interstate commerce through its three com¬ 
missions or boards, the Inlevstate Commerce Commission, the 
Shipping Board, and the Federal Trade Commission. The indivi¬ 
dual stales have also been wise in adoplinji’ the same type of 
organization for the regulation of public utility corporations 
operating within their respective slates. 

Other important examples of the policy of delegating to a sub¬ 
ordinate agency the function of formulating and promulgating 
rules and regulations having the force of law, are furnished by the 
very general practice which has been followed of delegating to such 
agencies the formulation and promulgation of rules “jnd regulations 
for the administration ol the public health, public education, and 
police administration laws. In both slates and municipalities the 
practice has been widespread of vesting such authority in hoards of 
health, boards of education, and police boards. This piactice is in 
strict conformity with the principle that has been laid down. As 
will be later pointed out, however, the states and municipalilies, in 
providing for these agencies, have jailed to draw the distinction 
between those duties which are ol a gcneial policy-determining, 
quasi-Iegislalive, and quasi-judicial character, and those which aie 
of an administrative nature, slricll}' speaking, and have made the 
mistake of vesting in these boards and commissions duties of the 
second as well as of the first character. As will later be shown, 
the result has been to set up administrative systems which are 
defective and have given bad results in practice. 

A second class of services where the board or commission type 
of organization is desirable is furnished by those services whose 
duties call for the exercise of wide discretionary powers or are of 
a general control character. Examples of such services in the 
national government are the Federal Reserve Board and the Civil 
Service Commission. The former of these boards, as is well 
known, has the function of exercising a general oversight of and 
control over the operation ol the system of ledcral reserve banks. 
Its action is often of the most far-reaching character and affects 
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vitally not only the operation of these banks but also the general 
commercial and industrial interest of the country. In view of this, 
it is the part of wisdom that the decisions taken shall represent the 
collective judgment of a number rather than a single administrative 
officer. The second service has the duly not only of formulating 
general rule? and regulations for the approval of the President to 
govern the civil service system of the national governmcnl but also 
of making investigations and of reporting upon cases where in its 
opinion the laws and regulations governing civil service malters 
are not properly enforced. Here, too, there is justification for the 
adoption of the board or commission type of organization, 

A third example of the use ol the board or coinmission form of 
organization is that in ^vhich il is desirable to have a number of 
diilo ent inlere-ls represented. The most important examples of 
such services are the boards of arbitration and conciliaticn which 
have been created by both the national and state governinenis for 
the adjustment ol labour disputes. A usual provision of ihc laws 
creating sucii boards is that they shall include among their mem- 
beis representatives of labour, employers, and the general public. 
The board or commission type of organization is also justified 
in these cases by the fact that their function:; aie of a quasi-judicial 
character. 

A fourth example of resort to the board or commission type of 
Ol ganizalion. but which, as will be seen, is less defcn -ible, is offered 
by those casts where the attempt has been made to eliminate, or 
to reduce to a minimum, the factor of paily j)oIitics in i!jc conduct 
of the aflairi oi certain services, fo secure the end, provi^ittn is 
made that directing authority shall be vc.sled in a board c r coin- 
liiissioii. die members of which shall be selected fioin amoiug aciiicr- 
ciils of the major political parlies. To furlhci ensuic non^jiai li an- 
ihip in the peilormance of duties it is usual to provide that the 
term ol office shall be longer than that of the appointing power 
and that the terms of the several membeis shall terminate at 
different dates, thus making il impossible for the same appointing 
officer to control the composition of the entire board ol commission. 

In the national goveinmeat the chief instance where llic desire 
lo secure a non-partisan conduct of affairs has led to the adop¬ 
tion of the board or commission form of organization is furnished 
by the larifl Commission. One of the purposes in establishing 
this service was to secure a non-partisan study of the factors 
entering into the tariff problem. To this end the law provides 
that the work should he entrusted to a board the members of which 
should not all be diawn from the same political party. This factor 
is a)?o lecognized in the case of sei vices given ihe board or coni- 
niis;don fo rrn of organi/.aliun for other icasons TTie laws creating 
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ihe Civil Service Comiiiission, llie Inlerslale Coninieice Commission^ 
ihe Shipping; Board, the l ederal I fade Commission, the Ftdei al 
Reserve Boaid, provide that the memheis shall not all he iaken 
iroin the srnne political party. 

In slate and municipal governments the leading example of the 
use ol the board or commission type ol organization with a \ iew 
lo the elimination of partisan politics from the administration is 
that ol vesting the administration of the police service in a body 
of this character. 

In the case of the national government the object sought, that 
of the elimination of partisan politics from the operations of the 
services involved, has in general, been obtained. In the case of the 
stales and municipalities, failure has been the general rule. The 
extent to which this has been so and the reasons therefor, are excel¬ 
lently brought out by Mr. Raymond B. Fosdick, in his study of 
police administration in the United Slates. On this point he says:^ 

The stale e<mt rolled board was ostensibly a melliotl for tak¬ 
ing* the poliee deparlineut out of jxililies. Aiiotlioi* method, 
devised fo)' 1 fie same ciicl and aj)])] ied a like to state and miini- 
eipal boards, was Ibe so-eal)ed bi-pai'tisan priueiple. This 
])rinei])le was instilotcd, as we have seen, in New York in 
lS()i| wiien llio stale board of jiolieo was increased from, 1lire(‘ 
membe!s to iVnir membois on the anderstanding Ihat two 
shoiild bo a])p()inted from tlie Repiililican imrty and two I'iom 

J)omo(‘ratic.I [ion the recommendation of tIn* Lexow 

Commission in 1S95, however, the bi-])aitisan tlnairy w;is 
wj'ilten into law, remaining* 'm effect until the ]M'(‘Sont singU* 
eommissioiKM* system was adopted in 1901. 

Tlie l)i-])artisan pi-incipie was eagerly adopted throngliout 
the country wlierevcr tlie board form of contJol was in foice. 
Based upon the tlicory that politics can never he eliminated 
from tlie management of the police department itwasaclopt- 
cd as a fair and practical arrangement of minimizing the 
effects of politics by setting one iiartisan administrator lo 
watch another. The fact that the machinery of elections was 
largely iiiidiM* the jurisdiction of the police gave tlic argu¬ 
ment for the bi-partisan system addilional force. It was 
hox)cd that natural distrust of each other by the different 
party representatives on the boai'd would breed vigilance 
fatal to the political manoeuvring of any one of them, and 
that from this condition a genuinely nompaitisan manage¬ 
ment of the force could be secured.... 

1 Uiiyrnoiid B. Foulick, American Police Systems, PiP'Iuaitious of 
the Bureau of Soi'iul Hygiene. Th(3 Century Co.» Now York, t)ii. 
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lJ|)on tills tlicuiy, ihcrerore, tlic bi-p^rtisan pritieipic was 
wiilt^ly a(lo[>1r(l—al firs1 inllio ioriu (M a tnc'it UihIcm'sI and- 
iuji' iu>1 by law as in Now ^ t>rk and Haltimoro, 

])ui lator writ ton into llio law it soli. ( A lisl oi (*ilios adopt- 
iiio* tlio systOTn willi date of ado]>tion follow’s..) .... 

Tin' bi-partisan ]>rinoiplo proved in most eases an ini- 
sne(‘essrul oxporim(nn. Indeed tlio tbeoi-y Dial the f)olieo 
administ ralors ai-e to bo selected not on the ^rounds of fit¬ 
ness but booanso they are ])ai*ty J‘avoiii-itos liad far-roacliin<^* 
and often <lisastrons eonse<|U(‘neos. T'ndei'this system tlio 
l)oai‘ds w<n<‘ ('{}inposod (»!' extreme and of'ien nnsernpulons 
f'epresenlative^, eliosen epnally from the two dominant 
])a!’1ies anfi snbseivienl to the liossos to wdiom they owed 
their appoiniments. Representinu* on the Iioard not the 
public but their politicai or«anizations they wore refjarded 
as under obligations to g:ain for their parties all possilde 
advantages in the way of patronage and powder.. ., 

The bi-partisan board failed in its principal oliject. Tt 
aimed to eliminate ]K)iities by taking the police department 
onl of the Iniiids of a single party; it aetnally strengthened 
the grip of i)o]irK*s on the dopai-tment by turning it over to 
the keeping of the i)oth parties. Instead of a non-partisan 
administ I ation it resulted in a pooling of interests and spoils 
by the party representatives on the board and a snbsoquent 
division highly advantageous to both i)o!itica] oiganizations. 
In many eases tiie conunissioiiers did not hesitate to com¬ 
bine against publi<‘interests iVu* part\ gain. For years in 
New^ York under the l)i-]»artisan system ajipointments and 
protnotions were oflieially ‘-credited” to llie eommissioucrs 
responsible foi* tlicm and no oin^ commissioner was allowed 
to have more than his share. Tin* .glamour of justice about 
the an angenuMit hid its vicious aspect and concealed the 
obvious truth that there is essentially no Repul)liean wuiy 
and no Demoeiatie way of managing a police department. 

Tlie bi-partisan [dan police control has lieen largely 
discaided thronghont the (Aiited States. Now’ York, Boston, 
Cleveland, Toledo, Oiiuniiati, Minneapolis, Buffalo, Albany 
and Omaha have all relinquished it, and at the present time 
it is retained in only four of the large cities, Ball imoro. 
San Francisco, IMilwaukee and Indianapolis. 

The reason for success in the cases of the national government 
and failure in that of the states and municipalities in the attempt to 
eliminate politics through the use of the board or commission type 
of organization is not difficult to sec. In the first place the national 
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government services that have been mentioned are of a general 
control and research character rather than ones having adminis¬ 
trative duties strictly speaking. In the case of the state and muni¬ 
cipal police boards, on the other hand, the mistake has been made 
of entrusting to them not merely quasi-legislative and quasi-judi¬ 
cial functions but administrative duties as well. This is a point that 
will receive further consideration later on. Secondly, not only are 
the evils of political partisanship much less in evidence in the 
national than in the state and municipal governments, but the 
services of the former are much belter protected against political 
pressure through civil service law's and regulations. 

Other important fields of government activities in which use 
has very generally been made of the board or commission type of 
organization are: the promotion and protection of the public 
health, the promotion of public education and the care of the 
defective, dependent, and delinquent classes. The motive for 
making use of this type of organization in these cases have been 
mixed ones. In the first place they represent a desire to take the 
care of these matters away from the general government of the 
state and cities and to vest it in special bodies. This is due partly 
to the w'ish to remove those services from political influence and 
partly to a distrust of the regular' governmental machinery. In 
some cases the boards and commissions that have been set up are 
in effect independent or quasi-dependent governmental corporations 
responsible directly to the legislative branch for the manner in 
which they perform their duties. In other cases they are, as 
regards certain classes of their duties independent and as regards 
others, a .sub-division of the general government of the state or city. 
Secondly, as collateral to this motive has been that of making use 
of the volunteer or at least unremuneraled services of private 
individuals. In not a few cases the boards of education, public 
health, or charities and corrections, as the case may be, are com¬ 
posed of non-salaried private individuals, who are expected to give 
only a part of their time to the work of the boards of which they 
are members. 

It is difficult to pass any general judgment on the desirability of 
making use of the board or commission form of organization in 
these cases. Much depends on the conditions to be met, the pre¬ 
cise character of the powers and duties conferred upon these 
boar^Js, and the nature of the relationship that is established bet¬ 
ween them and the general governmental organization. The best 
that can be done is to make certain general observations which it 
is believed should receive consideration in the handling of its 
problem. 

Personally, the writer questions very much the desirability of 
the policy of relieving the general government of full and complete 
responsibility for the administration of the affairs to which these 

F, 15 
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boaids iclale. lie i'ee^. no adequate leasuu why ihe peiknmaru.e: 
of lhe>e acJivilles ihoiiltl not be vei led in depai Irnenlii ol educa¬ 
tion, public he;'!*li, and cliarilies and collections in the siinie way 
that die pei lornuiiice ol otliei aclivilies are entiuslecl to dejiai l- 
incnts of die fi;eiieral ';'(U’eriuiient. Jheic is alvvai-s a di.Mo!\iinlagc 
in having a mulliplicity oi governing bodies,. li it ii, uai-irctl lo 
lake lhe>e services fioni under political considerations, llie way to 
do so is to polled the oiganization and niclbods of operation of 
the g.enoial government l. oni tins standpoint 11 it is desiied lo 
secure the colledive judgment of a body of men having siseeial 
competence and whose whole-time services cannot be secured as 
perrr.anenl oaheers ol liie governnienl, in lesped to the cielerniina- 
lion of general policies, ihe lormuiatioii of rules and legulalions 
having the force ol law. and adiudication of |)crson;:l disputes of 
charges ol inisconJud, tiic way to do is to provide foi a special 
board with ihesc fundioiis alone and Iniving the static; oi a 
branch oi ^ub-dl\IsIon ol an adniiiii‘'lialive. (‘ei>a’linciit. 

Secondly, i( I’uovisiori is made lor a board of educahon, puldic 
health, or ch:irilies atid conedit.'ns, care should be taken lo vest in 
them no ptcvvcrs ov du!ie< ol ;.idniini Ir.iti'Mi, 1 hen functions 
?hould be wholly lliose of the formulation of general p.'dicic , the 
foimulalioii and pii«nn\lg:ilioii of rule, and leguhilioiis in confor¬ 
mity with wiiicli dio adinini-Iralive i.ci vicc.> shoulcl cany tin ihtdr 
work, and the In i! ol -pcciiic t.n ue> coming bcicc' c them lor 
adjudic ition. 1 his ivqi.mcincn{ i.* one that i< ol s'.'ch impoi lance 
that it is made the - ubjcci ol special lieatment in the icclion lliat 
follows. 

(ioriihinutlon oT TSoar<l or lioimtiiHSfon uiui nn.renii 1 vpt* 
of Organization. 1 he Itoegoin;:; discusMon ha.s in v< ntnai lieen 
based on the a.-suni])li..fi th.al il posable lo divide .he adniinis- 
tialive services of the govciiirncnt into two dislin?. t ( Lo ses; tho.^c 
which call for adrnini.-Li alive work slriclly speak in g, and llun^e 
calling for the excicise ol cpiasi-Iegislalivc, quasi-judicial, or gene¬ 
ral policy deleiinining functions; and that, on the liasis of this 
distinction services should I'.c o: gani/cd either a.s buieaus eras 
board.; or comini.ssions. In pcinl of fact the problem is not as 
simple as this. i here aie a number ot branches of adminislration 
where the duiic.s to be peiforiiicd fall in both fields. Ihe leading 
examples have aheady been mentioned in conneclKin wiih the 
consideration of other a,peels of the ciucslion under consider?ilion. 
Ihey are. those t>f public iieallh, public education, cliarilies and 
correction, and police. As has been pointed out, the legisialive 
branches of the sla’e.s and municipaiilics have very generally 
pursued the policy ol delegaling lo subordinate agencies the ioi- 
mulation of iulc.s and regulations having the force of law lo 
govern niattcr.s in ihc^e fields and of cntru'^ting lo llie. e agcncifs 
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ihc adjudication of certain matters arising in connection with work 
in these fields. 

Tlie work of the government in ihc^e fields is not, however, 
conliiicd lo the formulation and promulgation of such .>u]esand 
rej-'VijUtions. and to the decision of issues arising under them, it 
goes far be',end this, and involves flie perfosmarice of a large 
amount of work of a purely admirustralive chat acLei in the way 
.)( the actual aciminislralion of school ry llie cond’jcl of 

[Yji cly aclniiiii'I rativc systems for ihe pi omolioe* and prolectir^n of 
ihc public iioaiili, and in the actual operation uf a police force, 
it is evident, ihereioie, that the problem is pj c: tnlcu is that 

of making provision for a service or service? that will exercise 
tlicsc I wo classes of dulses in an haunonlous way. 

Ihe pioblem is usually mcl by the gfjvcrnnicnl nirking provi¬ 
sion loi I wo aulho; itie*', a b^^ard or conimistion and an executive 
oflK Ci kiiown as .superintendenl of school.-, mpo* MitoncJcnt of pub¬ 
lic iKcdil:. chicf of police, or sor»ie analogoi’s tide. Wluui ihis is 
done ihe inipi7ilant rjiicslnuj i.-: rai>c».i of delrniuiiing iho leiatsvc 
jiiri^dsclion of ihese two authoiifics and ihcii' i>. la More- to coch 
olhe;. Dnc method af procedure is to make the two (.lfice>' inuc- 
pendenl a.nf.l co-oiTlinate. Another method i? (hal of ve. ?!ng all 
authoil'y in ih.e first instance in the beard or commission and 
making the executive officer it.- executive secreLiiy or administra¬ 
tive cflucr. to liave change under iLs general direction of the 
execution of iij> delerminalion.s. 

Whicliever of these melliods is employed, it: is ol impiu tance 
that the powers and duties of the two be clearly distinguished 
along file lines indicated, lo rstale this in definite terms, i! is 
imperative if efficient adminislralion is to be secured, that the 
board or commission be granted no administrative authority; that 
all such authority be vested in the execulivc officer lo the end that 
he may be held absolutely responsible for the actual conduct of 
affairs- It is probable that no branch of public administration has 
given more trouble and has been more efficiently conducted than 
the fields of administration under di?cus.sion. This ha? been 
almost wholly due lo the failure of governments in setting up 
organi/alions for work in these fields lo ob.^erve this lundamerual 
principle. This has been so well brought out as regards one of 
these fields, that of police admini.^lialien, in the vvoik ol Mr. 
Fosdick already quoted from, that we feel justified in reproducing 
at length what the author there says regarding the evils that have 
followed from vc.stiiig administrative authority in a police board 
or commission. 

Thr oi' this novel expeiimeiit {1}ii‘ iiifle])(H(le]il 

ndjjiiii!s:l inlive lumrd ) pu 1 1 rl>- in its I'olalion to poliet' 
Oi ion, cannot lie o.Na< M> delennnn d. Seliool lH»ai <ls 

pp 7V-SU 
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and i)Oor rcliel' boards had existed prior to Ibis |)oriod and 
it is possible that the new movement 'svas merely a. wider 
application. It is quite possi])le too that the English muni¬ 
cipal rerorm bill of ISoO with its provision ior “watch 
committees*' of the local council, may liave sugg-ested a 
special boaid of police adminisi rators. Again it may be 
that tlie old couiM'il committee, w'hich for years had been 
practically responsible for the police, was the patt('ni Tor 
the new i'orm ot! conti'ol. Ap])a.reutly the earliest rei’erence 
to such an arrangement was contained in an ordinanee pro¬ 
posed in New York in 1844, to effVel a re.oi-ganizalion ol* 
the ])oiice department- This ordinanee, which subsequently 
failed ot‘ passage ])i‘ovided for a “hoard of [loliee*’ consist¬ 
ing ol* the sUpcu-inlendent. the two sub“Sni)erint(‘ndejits and 
tJie folir di]e<dojs. one Toi’ each of the siib-di\isioii districts. 
The board was chai ged with general adminisi ralive rune- 
tions. Sonn^what similar an-angements were earned tlirongh 
111 riii]adel])hia in 18.10, when under the jmlice act oT that 
year the marslia! and the several lientenants formed a 
lioard of police to “make su<*h useful jnU^s and r(‘gula1 ions 
as may be r(‘quii‘C<l and to keep a i-luef police station in the 
(.'ily of Philadei phia I.iater in tlu‘ same year another act 
was passed iii'ovidliig that tin* polic<‘ board sliould consist of 
the marshai of police and 1h(^ presidents of the jespeelive 
town boards of the eornmiinities within the tmlico district. 

This arranga'iiumt was eojiied in New York in 185:). 
An admiiiist j-ative Ixxly was created called the “boaid of 
police' commissioners*’ consisting of the mayor, iJie I’ecordcr 
and the city judge*. Apart from the fad that the chi<*f of 
police was selenMed by the irn*n or, with tin* liourd's approval, 
tlie Iioai'd had full powers of appointment and dismissal of 
all members of tlie foi-ee and was chaiged wilh general 
admini.sti-ative duties. Thereafter for forty-eight years the 
police d<*])artTneni of New Yovk was in the hands of some 
form of {)oliee board. 

As the example set by New York in 1844 of consoli- 
daling the* elay and night police under a single head had 
been followed by all tin? large cities in the country, so now 
the Philadelphia board of 18o0 and the New Yoik board of 
185o became the general patterns which many communirK‘S 
took pains to co]»y, although the idea was subjected to end¬ 
less modification. New OrJeaus adojitcd the plan in ISbo, 
ei*ealing a board ('onsisling of the niayoi- and the reeurdcis 
of the city. Cincinnati adopted it in 1859 providing foi* a 
board of (lotir appointed liy tlie mayor, lh(‘ poIic<* judgt* 
and the eity auditor. In the same year San Francisco estab¬ 
lished a board of tlii-ee consisting of the police judge, tlie 
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president oi* the board of supervisors and the chief of police 
serving ex officio. Detroit’s board was established in 1861, 
made up of the mayor and two persons appointed by llu; 
common council. Boa ids were (vstabiished in St. Louis and 
Kansas (Mty in in liuffain and (leveland in in 

Richmond, Atlanta, a >id other southern cities in the decafle 
be^innin^-.1S70. JntJie N cai-s that followed, with the excej)- 
tions of .Philadeljihiiu there ivas liai-dly an im]>ortant city 
in the countiy but tiiat exjiei'iinented in some fashion or 
othei* with a police board. 

Tlie modiiications of tlie plan were of an inf 
variety. Boards were made U]) of local onicers sei*vin;L*‘ ex 
officio or of ouisiders. Tliey ran*>:ed in size from lioards 
oi* two, as in Cleveland, to (loards of twelve as in .\tlanta. 
They wei'c chosen by jiopiilar elect ions In' distivict elocutions, 
and by ajipointmcMit at tb.e hand of mayors, ^ovco-noi'S. 
jiidiies. or groups of < fticuals. ()(*.casionally the law named 
thespeeitic persons to serve on the board, as in \ew Yoi*k 
in 1864 and Detroit in ISGb. In jailitical eom]>iexion, luiards 
were partisan, non-partisan and bi-partisan. In some cases 
they eonstituted an integral pait of the city government, 
rising and faiiing with an administration; in othei* eases 
tliey wej‘e indeixaident of any municipal official or their 
tei*ins of office were not <*oincident with an existing [)o]itical 
regime. The poAvers of the boards ranged fi*om nM.n*e ad¬ 
visory duties to absolute authority. In some cities these 
])OWc‘rs were measured by tlie resj.ionsihilitios imposed; in 
othci’s, full res])onsil)ility was exacted, while jioAVcrs were 
shared wltli different In-anches of the municipal go\ crn- 
mem. 

* # 

The abandonment of the bi-partisan system of control, which 
we have discussed in a preceding section, was due not alone to 
the glaring weaknesses which it developed. The whole plan of 
administrative control through special boards fell gradually into 
disuse and bi-partisan principle as a phase or outgrowth of that 
system shared the same fate. 

The conception of a multiple-head executive, to which ihc 
board method of management easily lends itself, was lorcdoomed 
to failure. In its attempt to make a group of people jointly answer- 
able for the supervision of exacting details of administration, it 
violates the cardinal principle of effective control. Ultimate execu¬ 
tive responsibility is not readily divisible among officers of equal 
rank and authority, nor can the burden of leadership be distribut¬ 
ed among a group. 1 his is the point of weakness in the board 
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plan as related to municipal enterprise. Resulting from a confused 
attempt to apply legislative analogies to executive functions, it 
fails to develop the responsible leadership essential to successful 
management. Divided in its counsels, decentralized in its authority, 
with no unity of policy or solidarity ol action it has gradually 
given place to a more effective method of control. 

'riu‘ ^'I'ow iirj;- holier in iIk' (‘iVeeti\eiK'ss of <i siiio'i(‘- 
lieaded ie:Hle»slil]> has gradually iiiidcMiniiUMl ilie lM>aji1 
sysl (‘in oi* niana..i^‘i‘menl in Annn'it'an poiij'C' d(‘|>a rl nunil s. In 
(»n’?y 14 ^}i* 1 lu^ h'J eilies over 1()0,(»0() (Xipnlaf ion vvhic'Ii at one 
liine Iiad tin.' i>oard I'orin or])olice eont J‘oI does tinil I'oiin (‘xist 
at iIk* })i'es(Mii time. J n ail ot her eas(\s the one-man (‘onirol 
sx stvni lias hetm siihsi it nttMl, ^eneraily in tlu^ sliape <4* a ('«nu- 
ruissivii 'v !-tn* rlii(‘!‘aj)|)ointed l)y iir al atitliorit\‘, oi*, in tlie 
(.*ase (>i'i .‘Mnnission-,u(»vei*ned eleetcMl )>\ tin' |n‘oj»ie. 

Xewand Deti’oit al>olis!u*d their* poliei* hoards and 
adoptrd llie oih' <*oininissionei* plan in I'Jdl, Boston in 
M)Oti. t’lev<'l:ilid in IDOS, Uirnnnnati in DOS, Bi i*nrn>uhain, 
Alahaina, in 11)1 L Omaha in 1912. St. PaMi in 1014, l»iJrr*aio 
m lOlin Pliihnli'lphia as vve have already seen is the one 
large (‘iiy wliieh, with iJie ex^'opl ion of a. non-deserij)! type, 
or hoa.r<l I'r^nn IsTiO lo 1S.‘>4, lias eonsisi('.n11\' eliing to lin^ 
])i 'n!'i)):e of s!iigie-iiead(Hl leadei'sliip In llio managi'im'id of 
her poln e dep;n*1 menl.. A similar plan of eont rol has been 
iriamiaijK'd in Chieago sniee the ado[)lion ui‘ the [iresenl 
chai’lei* in J>’7o. 

It so happened that the present writer, while Secretary of Porto 
Ric\>and member of the upper chamber of the Legislative Assembly 
of that Island, had this concrete problem of providing for a system 
of police administration to meet. The Island had an insular police 
system, in which use was made of both a police commission and a 
chief of police- This system worked very badly, and it fell to his 
lot to lormulale and put through the legislature a new police law. 
Study of the ,silualion made it evident that responsibility for exist¬ 
ing evils was wholly due to th,e fact that administrative respon¬ 
sibility was divided between the board and the chief of police. 
The new law corrected this. The board was made responsible 
for the framing of the police rules and regulations and for 
the hearing of charges brought against commissioned officers 
of the force. It was, however, given absolutely no authority in 
respect to the actual administration of police aifairs. Such res¬ 
ponsibility was wholly vested in the chief of police. In practical 
operation the law immediately cleaved up the situation and has 
woi ked with complete satisfaction. 1 he experience of Porto Rico, 
thus, furnishes a prAclicaf demonstration of the soundness of the 
position here taken. 
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In no blanch of public administration has this failure lu distin- 
t;»,uish clearly between functions which are of a palicy-delerminiji", 
quasi-le|*islative, and quasi-judicial character and those which are 
purely administrative and, on the basis of this, to determine the 
responsibilities and duties of the board and the administrative 
officer, been more in evidence and productive of more harm than in 
that of school administration. Almod without exception friction 
between these authorities has resulted from this cause. This silua- 
lion, and the steps that should be taken to correct it, have been 
so well set forth by a former United Stales Commissioner of 
Education that we feel justified in quoting from it at some length. ’ 

After calling attention to the evils resulting from the extent lo 
which school boards were selected for political reasons and in their 
acts were influenced by political considerations, the Commissioner 
continues: 

Thryl lho s<diool Ixini-ds:) in luiri intoi iVrod, bolli ns 
]>o:u*ds nnd ns individunls, vvitlioni any sound jn irudplos of 
adnirnist rnt ion, with iho dulies oi‘ Ihe sujxn'intcndent of 
schools nnd his nssislnnls. ..Dimids too to ion 

offts*! ivoiy as a whole, woj*o subdivided into innny standin*>* 
and sjn'rinl ('oinmittoos which, attempted to do, init iuerfed- 
tiv(‘ly nnd wnsleridly, a wide ranue ot* thing’s ihni should 
have l)c(‘.n ioi’t wholly to tlie superintejident nnd his nssis- 
tniits. .,.Someliinos llnu’e was netunl nntau’ouisivi between 
1 lie boni d nnd t lie su|)(M*in1ondent o\ sehools, or al least a 
total Inek of any reeiiii^* of authority on the one side or of 
lesponsibilily on the other. Ere(|uentiy the sn|)er.inU'nden1 
eoiild not lie held resjionsible IVir the worl: of the scli(>s>is 
be<‘:uise be was <j.iven little or no authority. Sliii nioi(‘ rri‘- 
((uentlytlie board eould not be held responsibiti lor the 
(dTi(*ieney and sueeess of the scliools because, altbou,c]i ^^liven 
apparent authority, it Iiad little real autlioiity, not beini»‘ 
nliloto eontrol its Imdiuref. 1'hc board eoinplained of the 
snpenulendent, the |)eople eomjiianied of lioth, and llie 
sehools failed of tlieir pur|>ose lieeniiso ncilhor 1lic board 
nor liie super ini on deni was jijivon the means or llie freedom 
and anlliority to all coodand sueeessful work.. 

Conditions are still far from poj-feet, l)Ut tiiey ni’e mneli 
lictter than lliey were only a decade oi* two a<:»o, and are 
im])roviiiii*. There is a much belter understniidiii^’ of (In* 
pow(‘is, functions, ]’(‘S])onsiIuli1 ics, and methods ofpioia*- 
dnie, ]>oih of hoards and of superiniendeuts- 

"SMliiries of Administrative Ofllieerfi and Their A.ssi‘nants in Sleliool 
Systems of Gith’s of 25,000 Inli:.hitants or More. t)y Walter S. DolVou 
baugh. Buieau of Education indlclin, 1921, No. MO. Tli ■ matter quoted 
i« from the Introduction to this pamphlet by P. P. Giaxton, (\>nimis^ 
siouer of Education, 
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For any lart^e city, and in most respects tor any small 
city or town as well, tlie ideal would probably be somewhat 
as follows; at least tins is what is recommended by the 
Bureau ot! Education. 

1. A small boai'd of five oi* sca^ou members elected by 
the poo]»le oi] a non-partisan ticket tixim the city at larjire, 
or a])j)oin1ed by the mayor and cojifii-med by the city 
eouncij. Election by ilie people is mor*e democi-alic and, in 
most eases, })ettei* than appointment. 11! the board is ap- 
X)ointed, it sliould be made as nearly as possible non-partisan 
by stipulating that no more than three out of five or four 
out of seven inembei-s may be oi‘ auy oiiO political party. 
The term of otiice should be Tor as many years as there 
are members of 1 he l)oa]‘d ; the term ol* one memhei* oxpii ing 
each year. On an appointive board, no person having 
served two terms in succession should be eligible for re- 
ai)p(>intment. Members of the board should be removable 
only by a majority" vote at a [)roperly constituted election 
or upon conviction of crime or gross neglect of duty. 
There should be no means by which the whole or a. part of 
the board could be removed for sinister purpose by the 
mayor, tlie city council or any other political or semi¬ 
political body. 

Members of boards should not be paid a salary. Sala¬ 
ried members of lioards are in dangin* of the temptation 
of wanting to earn 1 heir salaries by administi-at ive activities 
that should be left to the superiinendeni and other em- 
])loyees of the board. The board should regard itself as a 
legislative and ])oliey-making body like unto llie boards of 
directors of a bank or any otJier business or industry. 
Its members should remember that they have no more in¬ 
dividual authority than have the members of any otlior 
legislative body and that when the board is not in session 
they are only ordinary citizens, subject like all other 
citiz(Mis to the rules and policies of the board itself. No 
member should even assume to make j)romiscs for the board 
or to speak for it except when duly authorized to do so. 
The number of standing and special committees should be 
reduced to a minimum. A small board with a eompetent 
superinteiulent and administrative staff’ should have little 
need of standing committees. The board should elect its 
own chairman annually and employ a competent secretary 
from outside its own membership. It should hold open 
meeting at stated times, not too frequent, should require 
attendance of its members and not do business without a 
quorum actually present. All action should be taken by 
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foraial vote and should bo duly and accurately recorded. 
The records of the boards should l)e open Cor the inspection 
of the public and all important actions affecting its 
policy should be published jiromptly in the public prints. 
The superintendent of schools should l)c expected to attend 
all meetings of the board except when his own election, 
his salary, 01 * other matters peitaining to his own interests 
are being voted on. 

Under the provisions of the cliartc]* of the city, the con¬ 
stitution of the state, and the acts of the legislature, the 
board of education should have entire control of the 
schools, be held responsible for Iheii’ siicecss, and should 
be given such power as necessarily a<M*onipanics such rcs- 
poiisi!)ijily. Among the ])owors of the board should 1)0 the 
makiiig of the budget without review by any other body, 
determining and carrying out its own in-ogj-am of Imilding, 
lepairing and equipping scJiooihouses. including their 
location and the purchasing of sites, and within limits pre- 
sci'ibod by law, ](‘vying taxes and Issuing and selling bonds 
for school purposes. 

11. As its administrative agent rlic school boai'd should 
omj>l()y a ('om])etcnt superintendent of schools. To assist in 
assuring Ills compet<niee, the salary sliould 1)0 made large 
enough and the coiulilions of employment sricli as to 
attract men of first-rate ability, pi’cparation and successful 
oxj)ericuci'. . . . 

In cvei'y larg<‘ city the siipcrintondenl of schools should 
have the assistance of a competoit business manager 
and assistant supci'intendeut for each imjx)riant division 
of the school work and should have under his direction a 
competent corjis of directors or supervisors of sjiocial sub¬ 
jects. Thej’e should also be under his direction an efficient 
bureau of research or investigation and statistics. There 
should also bo sufficient clerical and office help to relieve 
the supei inlcndcut and ail his assistants from time and 
energy concerning details and leave freedom for larger and 
mojc im]»or1aiit tasks. Through these, under tlio gcnei*al 
authority of the lufard of education and in harmony with 
its larger policies the administ rat ion of the sehoois sliould 
be such as io liriiig out and utiii>:c to the fullest possiliie 
extent all ihc latent energies of all administrative and 
siij)ervising ollicers and all teachers and shudenis. 

Ihough the plan ol .school administration here recommended 
goes beyond the particular point under consideration, it has been 
presented with little curtailment, since it present.*; in an exception- 
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ally compact foipi the opinion of one of our foremost students 
of educational problems in regard to the scheme of organization 
and administration that should be generally adopted by American 
cities. It will be noted that it is baicd on the idea that the 
school administration should be completely divorced from that of 
the city of government proper. One can well question this feature 
of the plan and yet endorse thoroughly the line of cleavage 
between the duties and functions of the school board and the 
superintendent ol school. 

Distinction between Boards and Commissions. In general 
discussions and indeed in legislation, the two terms “board” and 
‘‘commission” are used almost interchangeably as synonymous ex¬ 
pressions. In the national government, for example, the body to 
control railroad rates and conditions of service, the Interstate 
Commerce Commission, is designated a commission, while the ser¬ 
vice having a like function in respect to corporations engaged in 
transportation by water, is termed the Shipping Board. There i.s 
however, or should be, an important distinction between the two. 
A board, properly speaking, is a group of members who arc required 
to act collectively upon all matters falling within their jurisdiction. 
It may be that the members act individually in the way of securing 
data, conducting preliminary hearings, etc., but no action is taken 
by them except as a body, A commission is a group of members 
having the duly net only of acting collectively as a board, but also 
of serving individually as heads of organization units that have 
been set up for the performance of administrative work that has to 
be done. Probably the best example of a true commis.«ion is that of 
a municipal government organized on the commission plan. In the 
national government examples of commissions are: the Tariff 
Commission, the Employees’ Compensation Commission, and the 
Federal Farm Loan Board. 

It is evident that if the principle of vesting no administrative 
duties, strictly speaking, in a board or commission is followed, the 
commission form of organization finds no case where it should be 
employed. 

Composition of Boards and Commissions. A question of no 
little importance, after decision is had to make use of the board or 
commission type of organization, is that of the composition of 
these bodies. They may be composed of members serving full 
time and receiving compensation on the same basis as other officers 
of the government, of private persons receiving no compensation 
and giving only a small part of their time to the work of the 
board or comnii^^ion, of members holding othei offices under the 
government and by virtue of such offices being ex officio mem¬ 
bers ol the board or commission, or of members representing 
combinations of these methods of selection. 
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Examples of all these kinds of boards or commissions as re¬ 
gards their composition are to be found in the national governmeiiL 
Thus the Interstate Commerce Commission, the Federal Trade 
Commission, the Tariff Commission and the Shipping Board, for 
example, are composed of members holding no other office under 
the government, receiving salaries corresponding to the importance 
of the positions held by them, and expected to give their entire 
time to the work of their offices in the same way as other officers 
of the government. The Board of Indian Commissioners, on the 
other hand, is composed of private individuals receiving no com¬ 
pensation and giving but a very small part of their time to the 
duties of the Board. The Federal Power Commission has purely 
cx offlcio composition, consisting of the Secretaries of War, Inte¬ 
rior, and Agriculture. Ihe late Council of National Defence was 
likewise an cx offlcio body, its raemberbhip consisting of .six mem¬ 
bers of the piesident’s Cabinet. The Federal Board for V'ocalional 
Educaliun, on the other hand, h*id a mixed membership, four of 
its seven members consisting of the Secretaries of Agriculture, 
Commerce, and Labour and the Commissioner of Education, who 
serve without additional compensation; and three, of persons ap¬ 
pointed from private life, with a view to their representing agri¬ 
cultural, manufacturing and commercial, and labour interest, who 
are compensated and are expected to give their entire time to the 
work of the board. 

It is difficult to lay down any general rules with respect to which 
of these types of board or commissions should be adopted. Much 
depends upon the circumstances of each case, the amount and char¬ 
acter of work to be done, etc. It is manifestly unwise to provide for 
a non-salaried honorary board when the duties to be performed are 
onerous. It should also be noted that the matter of creating ex 
officio boards can easily be overdone. Most officers holding high 
positions, in the national government at least, have all they can do 
to attend to the matters of their own offices. They are apt to look 
upon their duties as members of boards as a side issue and to give 
to such duties but an incidental attention with ihe result that the 
real work of the board is done by some subordinate officer. When 
the work is merely that of approving some important proposal, the 
system has its undoubted advantages. When, as in the case of the 
Federal Power Commission and the Federal Board for Vocational 
Education, the work is heavy, one of two things results; either too 
great a draft is made upon the time and attention to the ex officio 
members, with the result that their own services suffer, or they 
perform their duties in a perfunctory manner, in which case it 
would be better to make use of the bureau type of the organiza¬ 
tion or a salaried board or commission. 
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Subsidiary Boards, Commissions, Committees, Etc. Up to 

the piesent lime we have considered ihe question of the place of 
the board or commission in governments from the standpoints of 
the organ exercising the powers and duties of direction and con¬ 
trol. Our general conclusion has been that this form of organiza¬ 
tion finds little or no justification in the field of administration 
proper. Thi.^ is not saying, however, that effective use cannot be 
made of such bodies, provided they serve in a subordinate capa¬ 
city. There are many cases where it is desirable for the adminis¬ 
trative head of a service to gel the advice or action of a body of 
men on certain phases of his work. For example, not a few 
services have the duty of adjudicating claims or ihc granting of 
applications. This is the case in such services as the Patent Office, 
the General Land Office, the Bureau of Pensions, etc. In such 
services the examination and report upon the application oi claim 
is made in the first instance by an administrative officer or division. 
Whether formal appeal from or such action is not permitted, there 
is a manifest advantage in having such action reviewed by a body 
before final action is taken. Numerous instances are, therefore, to 
be found in the national governmenl where use is made of such 
bodies. In some cases the law creating the service and defining 
its power.s and duties makes definite provision for such boards. In 
olhei cases they have been established by the service itself in the 
exercise of its general powers to determine its procedure. 

Other examples of where a board, commission, or com¬ 
mittee Ccin be nii^de to serve a valuable purpose are: when impor¬ 
tant decisions have to be made, such as the selection of projects 
of sites for public works; when important rules and regulations 
have to be drafted; and generally when an administrative officer 
desires advice before taking important action. 

In all these cases it will be noted that these boards exercise no 
powers of direction and control and perform no duties of a purely 
administrative character. They are simply subordinate agencies 
and are, therefore, open to none of the objections that have 
been urged against boards or commissions as organs of general 
administration. 

General Summary. So much attention has been paid to this 
subject because of the fact that the principles which should 
govern in organizing administrative services as bureaus or as boards 
or commissions have been so frequently disregarded by all of 
our governments, national, slate, and municipal, with the result that 
administration has been made much more costly than is necessary 
and in so many cases has been rendered complicated and inefficient. 
The error has almost invariably been that of providing for boards 
or commissions when the requirements of the situation called for 
^ single-headed bureau, or when use is made of both types of 
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organization, as is done in providing for the administration of pub¬ 
lic health, education, and police laws, of failing to vest all admi¬ 
nistrative duties in a single executive officer and of giving to the 
board or commission only duties of a general policy determining, 
quasi-legislative or quasi-jitdiciai character. 

An admirable demonstration of the validity of these principles 
is furnished by the action taken by the national government for 
the construction of the Panama Canal. So long as the work 
to be done consisted of determining general policies, that is, the 
location of the canal, whether at the Isthmus of Panama or in 
Nicaragua and the general character of the work, it was quite 
proper that use should be made of a board or commission. As 
soon as these decisions were made and the actual work of con¬ 
struction was entered upon, this form of organization immediately 
began to give trouble After futile attempts were made to meet 
these troubles by changing its personnel. President Roosevelt 
wisely abolished the commission and created in its place a bureau 
type of organization under which all aulhorit> was vested in the 
hands of a single officer known as Governor. This action at once 
cleared up the situation and high efficiency in operation resulted. 

Other examples of svhere the board or commission form of or¬ 
ganization, though justified at the outset of the inauguration of a 
service should laier give way to the bureau form, could easily be 
given. Mention, however, will be made of only one, the Federal 
Farm Loan Board. This board has the administration of the sys¬ 
tem of federal farm loan banks. When this system was first 
started, important questions of general policy arose, such as the 
division of the country into farm loan bank districts, the working 
out of rules and regulations to govern the banks, etc. It was not 
deemed wise to give such board discretionary powers to a single 
individual. Provision was accordingly made for vesting direction 
and control of the system in a board. The system is now in full 
working order and the questions coming before the service are of 
no great importance than, nor do they differ essentially in kind 
from, those arising in other administrative services. The time has 
arrived, therefore, when the board should be abolished and a 
bureau created in its place. Doing so would result in a simpler 
form of organization, increased efficiency, and a substantial eco¬ 
nomy in practical operation. 

With respect to bolh the examples which have been given it 
should be noted that it would have been possible to have provided 
for a bureau form of organization at the outset and to have pro¬ 
vided that, in regard to specified matters of general policy, etc., 
action should not be taken by the bureau chief except upon the 
advice and concurrence of an advisory board. 
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ORGANIZATION OF OPERATING SERVICES: 
INTERNAL ORGANIZATION 

Industrial engineers recognize three distinct types of organization 
according to the principles followed in the distribution of work 
among organization units and the conesponding location of res¬ 
ponsibility. These may be designated as the autocratic, the func¬ 
tional. and the departmental. 

The autocralic. is the system where the line of authority runs 
direct from the head of the enterprise, or general manager, to the 
individual employee. 

The functional type of organization is one where the character 
of the activity engaged in rather than the end sought, the product 
or service to be rendered, is made the basis of determining the 
jurisdictions of the subordinate units of organization. The depart- 
mnetal type is that where all operations, regardless of their char¬ 
acter, having to do with the attainment of the end sought, are 
brought together in the same organization unit or group of organi¬ 
zation units. 

The autocratic type may be said to be a system of no formal 
organization. This system is highly efficient in small enterprise 
where it is possible for the director, or general manager, to keep 
in immediate touch with and personally direct and supervise opera¬ 
tions. The limits of the effective working of this system are, 
however, soon reached. Ihere is. consequently, always present the 
danger that the manager of an enterprise, starting on a small scale 
and increasing in size, will fail to recognize when these limits are 
reached and continue to work under this system long after circum¬ 
stances render it advisable that a formal organization should be set 
up. As soon as an enterprise reaches any considerable size or 
complexity it is, therefore, essential that one or the other of the 
other two systems shall be adopted. 

The essential difference between these two systems may be 
shown by indicating the organization of a statistical service, such 
as the Bureau of the Census, having the prosecution of a number 
of statistical inquiries, under each of these systems. 

If organized on the functional plan, the Bureau of the Census 
would have organization units for specific operations such as plan¬ 
ning, the dispatch and receipt of schedules, the editing of returns, 
the compulation and compilation cf data, revision and verification, 
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editing, etc., that would do the work falling in their fields for all 
inquiries under way. If organized on the departmental plan, the 
primary units of organization would be the specific inquiries, 
census of population, municipal statistics, vital statistics, etc.. Each 
such unit would then have subordinate units for the performance 
of the several operations that have been mentioned. There would, 
thus, be as many distinct editing, computing, etc., sections as there 
were enquiries. The distinction between the two syslems would be 
that of the manner in which the final operating units were grouped 
or classified. Under the functional system, they are grouped accord¬ 
ing to technical operations or processes; under the departmental, 
according to activities, jobs, or products. 

The relative advantages of these two types of organization have 
been the subject of much controversy. The leading exponent of 
the functional system is the late Frederick W, laylor, and the 
system has consequently frequently been known as the “Taylor 
System** and identified with the name of “Scientific Management.’* 

Each system has had its ardent partisans, many of whom have 
taken the position that the system advocated by them was the only 
correct one and should be employed in all cases. In the opinion 
of the writer any such extreme position must be deemed to be a 
mistake. It is believed that the relative advantages of the two sys¬ 
tems are wholly dependent upon the character, size, and complexity 
of the enterprise. More than this, it is thought that there are 
many cases where a combination of the two should be employed; 
that is, where the departmental type may be adopted in principle 
but departed from in certain cases where study or experience 
demonstrates that general units for the performance of all activi¬ 
ties of a class should be set up. For example, in the case of the 
Bureau of the Census, though there may be separate divisions for 
vital statistics, municipal statistics, cotton statistics, etc., it may be 
found desirable to concentrate the editing work for all these in¬ 
quiries in a single functional unit. 

If the attempt is made to evaluate the merits of the systems 
in general terms, it would seem that while, the functional system 
would meet the needs of a highly technical manufacturing enter- 
piise, the departmental would more nearly correspond to those of 
most government services. The departmental system lends itself 
far more readily than does the functional to the definite location 
of responsibility for the distinct enterprises and to the operating of 
a system of budgetary and accounting control. Our general con¬ 
clusion, therefore, is that the departmental system is the one that 
should in most cases be adopted by government services, but that 
provision should be made ifor special functional units where a 
reasonably strong case for them can be made out. 
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ORGANIZATION OF OPERATING SERVICES: 

STAFF AGENCIES 

The prime function of the head of a service, as in the case of 
the general manager of any enterprise, is to direct, supervise, 
and control. His duties, in a word, are to reach decisions regard¬ 
ing the manner in which the service under his direction shall be 
organized and the methods of procedure that shall be employed 
to give the necessary orders to ensure action upon these decisions, 
and to supervise the work done under them in order that all parts 
of the administrative machinery work in harmonious relations with 
each other and that the vvoik itself is performed with efficiency, 
economy, and dispatch. If these several duties, and especially that 
of giving orders, are to be efficiently performed, the director of the 
service must have full information regarding the problems to be 
met. Whenever the service is one of magnitude, and especially when 
the questions presented are of a technical character, it is impos¬ 
sible for him to secure this information directly. His decisions 
must to a large extent be passed on the technical advice of other 
officers having special compclencc in respect to the matters to be 
acted upon. 

For this advice, reliance cannot be placed .solely upon the sub¬ 
ordinate officers having direct charge of work. This for .several 
reasons. In the first place, these officers arc the ones who for 
the most part raise the questions to be answered; they arc inter¬ 
ested parties seeking something which it is the duty of the director 
to determine whether to grant or not. In the second place, these 
officers as a general rule have a knowledge only of the work of 
their own divisions and arc interested in the needs and problems 
of those divi.'iions rather than those of the service as a whole, 
while many of the most important questions to be decided have 
to do with general policies, or at least the activities of more than 
one subdivijiion. Finally, the decision in many ca^cs can only 
properly be made after careful investigation of the factors in¬ 
volved in the quesii:»n. Especially ib this true when the question 
has lo do with purely lechnical matters. Experience has demon¬ 
strated that only to a limited extent is it desirable to entrust to 
officers and service having the direct performance of work, the 
prosecution of these special investigaLions. These officers have 
not time for work of this character, and olten a very special 
Older of ability and, at times, an elaborate, special plant and equip¬ 
ment, is required for the woik. 
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It results from these considerations that most services of mag¬ 
nitude, and especially those requiring an elaborate organization, 
and engaged upon work of a more *or less complicated and tech¬ 
nical character, have felt the need of a special unit of organization 
whose sole function should be to keep in touch with the organi¬ 
zation, methods, needs, and problems of the service as a whole, 
of making the special researches required in order to develop the 
facts upon which fundamental decisions regarding policies and 
procedure must be based, and of acting as the technical adviser 
or aid of the head of the service. These special organization units 
arc generally designated as staff agencies. Their most character¬ 
istic feature is, or should be, that they have no responsibility or 
authority in respect to the actual performance of the duties for 
the performance of which the services are created and maintained. 
Their duties are, or should be, exclusively of a research, consulta¬ 
tive, and advisory character. They should, thus, have no power 
to give orders, fhe moment that any such authority is conferred 
upon, or exercised by them, there results a division of authority 
and responsibility. 1 his principle is one of fundamental impor¬ 
tance, and every effort is made to emphasize it here, since it is 
unfortunately one that is too often disregarded in practice, and 
wherever disiegardeci, evil results have followed. 

Much the best example in the national go vernment of the neces¬ 
sity for, and experience with, staff agencies is luinished by the War 
Department The organization and work of this department are 
unequalled in the government for magnitude and complexity, and 
the operations to be performed are of an exceedingly technical 
and diverse character. Legally, the Secretary of War, acting for 
ihe President as the commander-in-chief of the armed forces of 
the nation, is in command of this vast undertaking. It is his 
responsibility to see that it is properly organized, that it makes use 
of proper adminislralive methods, and that the several parts are 
working, each in its proper field and in proper co-ordination with 
other parts. This, moreover, represents only a part of his obli¬ 
gations. It is not sufficient for him to operate the machine as it 
exists. The art of war is constantly changing. It is his duty to see 
that the military eslablishment shall adopt the new devices and 
methods that will keep it in line, if not in advance, of the mili¬ 
tary eslablislinienls of other countries. The army is made up of 
distinct branches, each with its problems and needs. These branches 
are by no means in accord in respect to what should be done in 
the way of introducing changes. The officers in charge of them 
have all they can do in attending to their current duties. They 
have no time, or adequate facilities, for studying the work of 
other military establishments or for working out the many tech¬ 
nical problems that are presented. Their duly is that ol carrying 
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out orders. Decisions must be made and orders given by the Sec¬ 
retary of War. 

Only after the War Department had offered a nearly continuous 
example of inefficiency in time of peace^ and had repeatedly broken 
down in time of war. was it appreciated that one of the most 
potent causes of this unsatisfactory condition of affairs was the 
utter lack of a special body of men. who, freed from all adminis¬ 
trative duties and responsibilities, could devote themselves to the 
study of the technical, organizational, and procedural problems of 
the army and, on the basis of their knowledge so obtained, be 
prepared to assist iheSecielary of War in the exercise of the duties 
as director in chief ol the military establishment. To Elihu Root 
belongs the credit, both for recognizing this lack, and for securing 
the action needed to correct it. In his annual report, as Secretary 
of War, for liHlJ, he thus wrote: 

Our iiiilnary system is, liowcver, stili exeetHliii.uly (lOLee- 
livcat the t(»p. Weliavoa personiiol iinsuj'passed ajiywliorc. 
We have the different branches ui: the mihlary service well 
oi-ganized, each within itself, for tlie performanri* o\' its 
duties. Oiii' adminisirative staff and supply departmenis as 
a rule have at their heads, ^M)od and com])eloni men, failli- 
•ful to their duties, each attending* assiduously to the 
business dcj.iart inent. 

But w-hen we come to tlie co-ordination and dii’cclion 
of ail thes(‘ means and agoiieies of warfaj't', so tliat all parts 
of the ma<‘hin<‘ shad wo»'k lime together, W(‘ are weak. Our 
system makes no adetpiale jirovision lor the diierinig brain 
wliieh v\’cry army must have to work sueeessi'udy. t'knnnion 
ex])C*rien<'e lias show 1) that this cannot be fnrnislied l)y any 
single man without assistants, and that it i*e(juiies a body of 
ol‘ll(*ei'S working lirgetlier iindm* the dii eetion (d* a eliiof and 
entirely separate from and indei)emlent of the admimsfia- 
tive staff of an army .... ''I’his body of officers has come 
to ])e called a general staff.... Sneh a l>ody o\ men do¬ 
ing genera] staff duty is just asuecessaiy to pi*eparcau army 
pjoperly foj‘wai* in time of ]»oaec as it is m lime (H’ war. 
It is not an ex(;eu1ive body; it is not an administrative I»ody; 
it aids only thiougb the authorily of others. It mak(‘.s in- 
t(?!1 igent command possiluc by ])rociiring and arranging 
information and working out plans in detail, and it makes 
inleiligoni and effective execution of commands ])<)ssi])le by 
koe]>iTig ail the sopaiale agents advised of liie parts they 
are to play in tlie geniu-al scheme. 

Il is impossible to state better the need for, and the nature and 
function of, a general ‘Uaff than is done by Mr. Root in the para¬ 
graph just quoted. Due to lus ma.sterly presentation of the case 
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Congress adopted his recommendations ihiough the passage on 
February 14, lfl20, of what is known as the General Staff Act. 

Notwithstanding the fact that this act seemingly made it per¬ 
fectly clear that the General Staff provided for by it should have 
no administrative powers or duties, but should be exclusively a 
staff agency in the technical sense of the word, no sooner was this 
staff organized than it sought to push its authority beyond the 
limits prescribed for it, and to assume the power of issuing orders. 
It is true that these orders were in form issued as by the authority 
of the Secretary of War, Notwithstanding this, it sought, and to 
a considerable extent succeeded in assuming and exercising, the 
power of supreme direction. The result wai that, not only were 
the energies of the general staff in large part devoted to duties of 
actual administration, instead of research and advice, but division 
of administrative responsibilities resulted between the general 
Staff and the heads of the administrative bureaus in the depait- 
inent. This had the effect to reintroduce into the departmenr an 
evil which had long been its bane and largely to defeat the funda¬ 
mental purpose of the General Staff Act. To correct this, Congress 
inserted a clause in the National Defence Act on June 3, 19U>. 
which, with slight verbal changes, was continued in the amendments 
to that act of June 4, 1920, the clause, as amended, reading: 

lIoro«al;loi*, Tnenibofs oL'tho (leiiornl stuff corps shall be 
confinod strictl.v to the discluir<ro oC diitir‘s oT the general 
naluro of those specified l!or Ihem in tliis somMioti and in the 
<MCt of (Vinorcss approved Febiuary 14, 1903, and they 
shall not be permitted to assume or engage in work of an 
adminisl]'ati\e nature thai ficrtains to eslablished bureaus or 
offices of the War Department, or 1hn1, lioing assumed or 
engaged in by members of the (jeiieral Staff corps would 
involve impairmeiit of the responsibility or initialive of 
such bureaus or office or would cause injinioiis or un¬ 
necessary dupJjcation of or delay in tlio work thereof. 

The duties of the General Staff had been previously set forth 
by the act of 1920 as follows: 

The duties of the War Department (icneral Staff shall 
1)0 to i)ropai’e plans for national defence and the use of the 
military forces for the pui'poso, both se|)ai*ately and in con¬ 
junction witli the naval forces, and for the mobilization of 
the manhood of the nation its material resources in an 
emergency, to investigate and report upon all questions 
affecting the efficiency of the army of the tTiiited States and 
its state of preparation for military operat ions and to render 
professional aid and assistance to the Secretary of War and 
the Chief of Staff. 
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Even with this precise definition of the duties of the General 
Staff and limitations upon llie scope of its duties, there is apparently 
still a failure on the part of the War department fully to appreciate 
the special and restricted character of the function of this body. 
The annual reports of the Secretary ol War and the Chief of 
Staff still clearly reveal the constant tendency on the part of the 
Genera] staff to take to itself executive and administrative powers. 
This is a tendency that cannot be loo strongly combated. It is true 
that the act of 1920, after providing that the Chief Staff shall 
submit to the Secretary of War ‘‘plans of recruiling. organizing, 
supplying, equipping, mobilizing, training and demobilizing the 
army of the United Slates and for the use of military forces for 
national defence,’’ state that “upon the approval of such plans or 
recommendations by the Secretary of War, he shall act as the agent 
of the Secretary of War in carrying the same into effect.” It is 
manifest, however, that this clause, if read in connection with the 
other provision, means merely the issue of such general orders as 
properly emanate from the Secretary ol War and of seeing that the 
determinations ol the Secretary of War in fact put into effect 
and not those administration, properly speaking. 

Special attention has been given to lliis subject of the General 
Staff of the War Department since, as has been staicd, it furnishes 
by far the most important illustration of a staff agency possessed 
by the national government and laises in a concrete form the whole 
problem of the nature and proper function of such a body. * 

Before leaving this subject it is important to note that, just as 
the President, acting through his Secretary of War, has imperative 
need of a purely staff agency to enable him properly to perform 
his duties as cammander-in-chief of the armed forces of the nation, 
he has a corresponding need for a like agency to enable him to 
perform his duties as head of the civil branch of the government. 
This need has now been weX through the creation, by the Budget 
and Accounting Act, 1920, of the Bureau of the Budget. A read¬ 
ing of the provisions of this act and ol the chapter on “The 
Need for a Bureau of General Administration,’* will show how 
closely this service corresponds in powers and duties to the General 
Staff of the Army which we have just been considering. 

Furthermore, it should be noted that the same need for special 
staff agencies exists in the cases of many of the important admin¬ 
istrative subdivision.s of the government. It is, lor example, more 
than likely that had the Shipping Board from the beginning of its 
existence made provision for such an agency with the sole duty 
of studying the problems to be met by it, its administration of 
affairs would have been on a far more satisfactory basis than it has 
been or is at the present time. 

iThe history of t^c effort to <Iovcl<»p a general staff in the War De¬ 
partment is an exeeedingiy interesting one. On this subject see^in adtli. 
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tioii to the roports of the Secretmy of W:t,r :iTifl Tiearing on hills for the 
reor{?aiiiz;ition of the mililnry ost.-rMishmenl, crc::lion of the American 
OeiifMo I 8t.i ff: rors(»ijnel Norr;it i\eof the neneiol Stjiff System of the 
Americoii Army, l,y Mr.jor t5cm*r;il Willhiin Corter 22 :1924'. r.S Cong., 
S. J(K*. .1 !i). ;iiui flu^ Amt!rie;in Cem vul StfiiT. hy M.'ijor Geuerol »I. G. 
TTorho.ird, yalurilay Ercniny Post, Moroli I."), 1926. 

- This subject (»f si•!ff ngeuciea has been so excellently h.*ilulled by 
Hr- F. A, (2eveland, in a paper read before the Institute of Arts and 
Scienees (if Columbia ITnivt rsity. and subsequently published, as a j)am- 
plilet under the tiile of •• Fxperi .Staff Aids to Management,^' that it is 
thought worth wliiK* to rejiro luee cert.ain portions of his e.ddres.s. 

After calling artontion to how the whale problem (►f nianagomont 
becomes a dilfenmt one when an enterpri'^e passes from one of small size 
and relative siinj)liciiy lo one of great ^ize and complexity and especially 
when it changes from (iiie of iiidividu.aI to one of corporate ownership 
and direction, he says: 

‘•Inatoadof this corporate‘management’ depending on the propirie- 
tor’s personal ‘sense’ facultie.s a substitute must be found. Even those 
who arecliaig,^d willi direction and conirol have little jicrsonal touch; 
both the b(iard and the cJiiof executive are far removed. A ceulral offun* 
has been set up for the njaiiagtaiumt iJiat Is not in tiliysical touch with 
any of the stores or factories for the conduct of which they are respon¬ 
sible yet (he need for the use of the faculties of :ip])erception and 
reasoning has multiplied. 

‘‘This need is met by orgjju'zation—by ‘stfiff’ organization. And this 
^.staff' org;jn zation takes in all tlie functions initially pc'-formed by the 
US(* of the personal f.acnlties of tdie j>roprietor when he ran ihe busine,'‘'8 
himself. Is'ow, f .smell, taste and touch there is a cei.tral testing labo- 
r.atory; now for eyes and e.-iiiS there are inspectors of variolas kinds and 
spf cializ;»tions ; now for coiiecting and co-ordiiialing information and 
presenting it iu digested form there are statisticians, price experts, 
Jiccouiitants, draftsmen, mcch.auical and production (‘ngineers; now the 
‘mall,agemeiit ' lias cliicf.s of st.aff divisions to assist in rcQective .and 
constructive reasoning; and above the.se chiefs of staff divi.sious there 
.are st ill other experts who are employed to jiia pare and submit plans 
for the riaid^iistmcnt and enlargement of (lie business to make it more 
able to eomjielc., more profitable to the sliarebolder. All t liis is‘staff' 
— a perMinnel set apart ;>nd m.ade independent of the ‘line’ to assist 
both the board of trinstces and the executives in the exercise of la/iitrol 
over the affairs (»f the corporation. 

‘‘Among the characteristics of this highly devebq'.ed corporate orga¬ 
nization, t i.s is to be noted: The executive as the head of the business 
is tlie only point of cominon contrjicl. In this corporation, both ‘line’ 
and‘staff * r-ac.h out from the ‘executive head^ and tlie personnel of 
each is quite indopendeiit of the authority of the other. Not a man in 
the staff issues an order to the lino. Each staff agency is personal to 
some one in the management. Together, .all the staff agencies do for the 
management exactly what the specialized sensory organs and thinking 
faculties (tlie f.aculties of apperception and reasoning) did for the 
proprietor when he ran the business himself and Im 1 no staff- AH of 
them work together for the information of the management—to collect, 
correlate .and reason about determined f.acts. 

“The staff agencies reach conclusions and help the management 
reach conclusions, both about what h.appeacd and what i:: proposed; 
their function is to know the facts and with knowledge they make and 
submit plans. Rut there they stop. Tho responsible, controlling person¬ 
nel of the management must decide,” 
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ORGANJZATiON OF OPLRATING SERVICES: 

FIELD ESiABLISHMENTs 

In what has gone before we have considered the organization 
of the government services on the assumption that alJ of the work 
of the service is c \i ried on at one place and presumably at the seat 
of governmeni. I here are many cases, ho wever, where the bulk 
of the work is performed at scattered stations or posts and the 
office at the seat of government consists merely of the headquarters 
for the exercise t)f the function of genera! direction and control 
over these field stations. 1 his i.> particularly so in the case of the 
national government. 

The most characteristic feature of that government from the 
organization standpoint, as contrasted with the individual states 
and particularly with municipalities, is that the great bulk of 
the work performed is done in the thousands of field stations, the 
post offices, offices of collectors of customs and collectors of inter¬ 
nal revenue, army posts, navy yards, e’e , scaUered throughout the 
United Slates and its insular dependencies, and, in the case of the 
diplomatic and consular services, throughout the world. Most 
services of the national government, except those of a purely 
research character, thus embrace two kinds of organization units: 
those making up the bureau or office proper at Washington and 
those conslituang what is known as the field establishment. 

It is manifest that services of this character offer problems of 
organization and procedure that are not present in the case of 
services whose entire organization is at one place. Though these 
problem,, may ieem to deal largely w’itli matters of procedure, the 
fact that they arise out of organization conditions and are intima¬ 
tely connected with such conditions, makes it proper that they 
should be considered at this place. 

Legal Status of Field Stations. Tlir first of these special 
problems is that of the legal status of the field stations: that is, 
whether their existence is provided for by statute or by adminis¬ 
trative order. In some cases this involves only the determination 
of the number, location, and grade of field stations; in others the 
division of the country into territorial districts. In the latter case 
the field stations are offices for the administration of affairs with¬ 
in their respective districts. 
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This question as to whether it is desirable that Congress should 
itself by statute seek to fix the number and location of local offices 
and the boundaries of local administrative areas or leave this 
matter to administrative determination, u one which has already 
received consideration in the chapter on “The Functions of the 
Legislature as a Board of Direciors.’’ It svas there pointed out that 
with respect to this the national government has pursued no con¬ 
sistent policy. In some cases the wli-^le matter of dividing the 
country into administrative areas and the determination of the 
number and location of field stations has been left to the service 
concerned, or to the President. In others, where there is no 
more reason for a similar freedom of administrative action, this 
feature of organization is regidly prescribed by statute, and can 
only be changed by formal legislation. Our general conclusion 
was that the first of these methods was the preferable one. The 
subject has been again mentioned here, as it is one ol the most 
important points involved in the problem oi the organization of 
field eslablishmcnls now under consideration. 

Grailifiju; and Clasgification of Ficdd Stations into a 
Unit led System. A matter that has received htlle or no consi¬ 
deration, but which i.s of great importance, is that of grading field 
stations according to their importance, and of classifying them 
according to such grade, into a hierarchy of offices constituling a 
single unified service. In many sei\iccs, such us llie post office and 
the customs and internal revenue services, the field stations are of 
varying impciiance. Ills highly dessiiai)le that on the basis of 
this vaiying importance, the local offices .should ue classified in 
di.'linct grades to the end that tiie matter of appropriation and 
allotments for the expenses oi such offices, the determination of 
the number and coinpensalion of persunncL and other inatlei.s of 
personnel, and other matters of practical administration may be 
put upon a systematic bads. 01 still greater impoilance is the 
unification of this hierarchy of field stations into a single system in 
the sense that the employees and officers may be fieely transferred 
from one station to another. The object is the erection of services 
into those offering a definite career to their personnel. This can 
only be secured where the normal method of filling upper positions 
is by promotion from below or, in the case o{ the officers in charge 
of the stations, by their transfer from the less responsible to the 
more important posts. This desirable end is one that will be more 
fully considered in Part 11, dealing with problems of personnel 
It is mentioned here because the basis lor such a personnel, 
.system must be based in organizing the field stations on the 
principles here set forth. 

As regards conditions now actually obtaining it may be said 
that scarcely a beginning ha, been made in this direction, and that 
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there arc few more effective means of putting the national govern¬ 
ment upon an efficient and economical basis than by putting 
through this reform. 

The Question of Suh-slation. Another special problem of 
organization having to do with the field establishments which is 
closely related to the one just considered, is that of the extent to 
which it is desirable that the less important sUUions shall be given 
the status of sub-stations. Whether this is done or not has an 
important bearing upon the practical work of administration. 
Where no provision is made for sub-stations, the line of authority 
in all cases runs direct from the station to the cenlral office; when 
sub stations are set up, the line of authority runs first to the 
stations of which they are subordinate units and then to the central 
office. The advantages to be secured through a sub-station system 
are: first, a decentralization of responsibility from the standpoint 
of the central office, second, the making possible of more effective 
co-operative relations between contiguous stations; third a lessen¬ 
ing, in many cases, of the expense ol maintaining subordinate 
stations; and finally, a lessening, in many eases, of the work and 
expense involved in furnishing sub-slations with supplies and in 
subjecting them to physical inspection. 

To a limited extent the system of sub-stations now obtains in 
certain of the field establishments of the national government, for 
example, the postal and customs services, I here can hardly be 
any question that the .system can be much developed in both 
of these services and put upon a more systematic basis. And in 
the case of all field establishments it is de.sirable that a careful 
study should be made as to whether this sy; Icin cannot be advan¬ 
tageously applied. 

Supervision and C^oiitrol of Field StatioiiH. 1 he existence 
of field stations as a part, and often the most important part, of 
the organization of a service raises question of the methods by 
which the operations of these stations may be supervised and con¬ 
trolled in a form that is not present in the case of organization 
units constituting a part of the central organization properly speak¬ 
ing. If efficiency and economy arc to be secured, it is imperative 
that the central organization shall have means by which it can have 
full and detailed information regarding the character and amount 
of work to be done at each station and the organization, personnel, 
and equipment, and that it shall periodically receive information 
regarding the financial and other needs of the station and its cur¬ 
rent operations. 

This information should be secured in two ways: through the 
iri.slallalion of a system ol account.s and reports and through the 
maintenance of a system of personal inspections. 
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With respect to the former the most important point is that the 
system shall be one that will secure the same data, and compiled 
in the same form, from all stations. One of the most effective 
means of control is that of comparing the organization, personnel, 
and operations of like stations with each other and of the same 
station over a period of years. To this end the central office should 
woik out a recording and reporting system that will give it the 
data needed for control purposes. Obvious as this requirement 
would seem to be it is one which is very imperfectly met by many 
services of the national government. 

Though much can be done in the way of control through a 
proper accounting and reporting system, it is still necessary that it 
should in most cases be supplemented by personal inspection. All 
services having field establishments should, therefore, maintain as 
a part of their central offices an inspection service. Due to the 
expense involved in operating such services, it should be on as 
small a scale as circumstances permit, but a service, of some kind 
should exist. 

Problem of Centralization versus Decentralization of 
Authority and Work. In some respects the most important 
special problem presented by services maintaining field establish¬ 
ments is that of determining the extent to which authority shall be 
given the field stations to take action on their own responsibility 
without first requiring the approval of the head office. This prob¬ 
lem is usually stated in the form of the issue between centrali¬ 
zation versus decentralization. Under a highly centralized system 
local units are mere executing agencies. They have no power to 
act on their own initiative; the action is the action of the central 
office; and even as regards matters of internal administration, 
such as the promotion of employees, the purchase of supplies, etc., 
authority for action from headquarters must first be received. 
Under a decentralized system the field stations act under general 
grants of power, and their action is final except when special 
provision may be made for an appeal to the central office. There 
is, of course, room for intermediate systems varying all the way 
from one type to the other. 

It is worth while to attempt a statement of the relative advan¬ 
tages and disadvantages of these two systems. The advantages 
of the centralized system are that it provides for a maximum of 
control; ensures that all the work done is performed in the same 
manner and in accordance with the same general policies and prin¬ 
ciples; and makes more difficult administrative abuses in such 
matters as the employment and handling of personnel, the purchase 
and use of supplies, etc. Ihe disadvantages may be summed up 
in the delay in securing action, the increased expense that usually 

F. 18 
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results under this system; the fact that the central office has to act 
without the knowledge of local conditions possessed by the local 
units; and lack of flexibility in administration. The advantages 
and disadvantages of the system of decentralization are for the 
most part the reverse of those stated for that of centralization. 

It is impossible to make any general statement regarding which 
of these two systems should be employed by the services of the 
federal government. Everything depends upon the character of the 
work to be performed and the special conditions to be met. All 
that can be done here is to point out that this is a problem that 
should be carefully studied by each service with a view to the 
establishment of a system under which the conflicting considera¬ 
tions are best harmonized, and to mention one factor that should 
be specially considered in making such a study. 

Control through Specification in Advance verBUs Control 
through Review of Action. —Control may be exercised in two 
ways: by specification in advance and by review of action taken. 
Under the first, control is secured by the fact lhal action cannot be 
taken until aulhority therefor has been specially granted. Under 
the second, the agent may go ahead under a general grant of 
powers but must make full report regarding the manner in which 
discretion vested in him is exercised. An appreciation of the 
existence of these two methods is important, for jiisSl as in propor¬ 
tion as there are effective means of controlling through accounting, 
repoiting, and audit, the allempl to control through specificatson 
in advance may by foregone. It results from this that every effort 
should be made to set up an effective system ol control through 
accounts and reports, both as an end desirable in itself, and as 
making possible the securing to a greater extent of the incontest¬ 
able advantages of decentralization. 

Unitary versus Multiple Overhead Direction and Control. 

In the organization of field eijlablishments consisting of units hav¬ 
ing the performance of a wide range of activilieSy a very special 
problem of organization from the standpoint of overhead direction 
and corilrol is presented. These units must have an internal organi¬ 
zation corisi, ling of dtpartments or divisions corresponding to the 
different kinds of activities to be performed. In fuch seivices it 
is usual that the central office at the seat of government will have a 
corresponding inlenial organization. Probably the best examples 
ol services of the national goveinmenl of this character arc the 
Navy and Post Office departments. T he former has the task of 
maiiiiaining and operating a .series of navy yaids, each uf which 
requires an elaborate organization ol depailmcnls or divisions, such 
as those of general administration, personnel, finance and records, 
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construclion and repair of hulls, machinery, ordnance, etc. The 
latter maintains post olFices, many of which arc large units wliicli 
have to be organized in divisions for the handling of different 
classes of mail, postal savings accounts, registration of mail, trie 
foreign and domestic money-order system, etc. 

In services such as these, the important question is present¬ 
ed as to the manner in which provision shall he made for the direc- 
lion and supervision of thsse su ordinate uiiit^ ol organization 
of the field stations. Experience shows that the choice lies between 
two alternative systems. Under the one, the line of authority runs 
from these divisions Ij the officer in charge of the field station and 
from him to the central office at the seal of government; under the 
other, the line of authority runs direct fiom the division head to the 
head of the corresponding division in the central office. These two 
terms have been variously designated as the military or territorial 
and the departmental or functional. Neither of these methods of 
distinguishing between the two systems is thoroughly satisfactory. 
It is believed that the term^ “Unitary^’ and “Multiple’\ Oveihead 
Direction and Control, though cumbersome, or more accurate from 
the standpoint of drawing the distinction. 

To amplify somewhat further this distinction, in the military, 
territorial, or unitary system, the head of the field station is placed 
in complete charge of all the activities of his station and the divi¬ 
sion heads are his subordinates. The head of the station is. thus, 
the general manager of the station in the fullest acceptation of the 
term. As a consequence of this, all communications between the 
station and the central office pass through his hands and he is held 
responsible not only for his own acts, but also for those of his 
subordinates. The station, in a word, is treated as one having a 
high degree of administrative and financial autonomy. In the de¬ 
partmental, functional, or multiple system, on the other hand, 
the station is looked upon as an assembly of units which are only 
loosely held together for mailers of general administration by the 
authority of the head of the station. From the standpoint of the 
performance of their technical duties, these units are subdivisions 
of the corresponding division in the central office rather than of 
the station organization. 

Before attempting to contrast the relative merits of these two 
types of organization, it is of interest to note that no agreement has 
been reached in respect to this mailer by private undertakings 
having the same problem to meet. Mr. Ray Morris, in his volume 
on Railroad Administration, has brought out the fact that two of 
the most important railway systems of the country, the Pennsyl¬ 
vania and the New York Central use, one, one system, and the 
other, the other. The Pensylvania has the unitary, while the New 
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York Central has rhe multiple. This is brought out in the follow¬ 
ing paragraph. 

But the unit of operation is the division; let us compare the 
authority of the division superintendent on the Pennsylvania and 
the New York Central. The Pennsylvania division superintendent 
is reported to by a master mechanic, a division engineer, a train¬ 
master, road masters, yard masters and dispatchers. That is to 
say he has full control of operating his division, and of current 
maintenance of way, structures and equipment. 

On the New York Central, the division superintendent has 
charge of train movement only, and the functions of the general 
superintendents aie no greater ; the maintenance forces, civil and 
mechanical, do not unite short of the vice president and general 
manager.^ 

Mr. Mon is’ judgment was strongly in favour of the Pennsyl¬ 
vania or unitary system, though he stated that the other could be 
made to work in the case of a small road where little trouble was 
encountered by the central office in keeping in immediate touch 
with field operation.*?. 

Probably the most striking example of the unitary system is 
furnished by the field organization of the American Telephone and 
Telegraph Company. This is all the more interesting because the 
nature of the problem, lhal of covering the country with a network 
of local stations, and the character of the service performed, that 
of communication, bears a considerable analogy to the organization 
problem and duties of the Post Office Department. The system of 
this company, it happens, is excellently described in the annual re¬ 
port of the directors to the stockholders for 11111. Under the head¬ 
ing ‘‘Organization of the Bell Sy.slem,'’ the report reads : 

Under this rearrangement of territory the American Telephone 
and Telegraph Company, controlling the entire Bell System, will, 
as it has in the past, exercise the functions of “centralized general 
administration.All questions of policy common to all, all common 
matters which may have an effect upon the system as a whole, will 
be settled by the Central Administration. As one administration 
will do for all what each would have to do for itself, it has the 
advantage of economy and will maintain uniformity. 

For operating purposes there will be eight or ten divisions with 
boundaries determined by present commercial conditions, instead 
of a much larger number of divisions with boundaries fixed more 
or less accidentally or by other considerations prevailing twenty-five 
or thirty years ago. Each division whether operated directly or 
through corporate organizations will have a responsible local ad- 

1 Bailrond Administration, by Kny Morris, Managing Editor of the 
Bailway Age Gaasetle^ 1903-JO, T>, Appleton & Co., 1910, pp. 60-67. 
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ministration, supreme in the “intra-division** operations. Each 
division in turn will be divided into districts with a subordinate but 
responsible local administration, and in many cases these districts 
will be divided into subdistricls. In each district or subdistricl there 
will be a subordinate but responsible local representative who will 
in all local routine matters be to the public the representative of 
the whole system. 

All lines of responsibility and suggestion will go up, from the 
local representatives to the Central Administration. All lines of 
authority down, from the Central Administration to the local chief. 

Under the Bell organization each associated company or group 
of companies is now, and each division hereafter will become an 
autonomous whole, with its own local control and identity, and 
within the limits of the general policy and authority, absolute on 
matters pertaining to or which alTect only lha! territory. 

Such an organization avoids that general tendency in all combi¬ 
nations to concentrate too much or to become unwieldy and un¬ 
manageable, and thus lose all ths economical or effective operating 
advantages. 

There are limits of active usefulness beyond which the physical 
or mental capacity of individuals will not extend. 

The organization as constituted will be flexible enough to enable 
any rearrangement to be made of the whole or any pari, in any w ay 
which may be found necessary or advantageous from reasons of 
policy or from business or legal reasons, without affecting the 
business. 

Future financing may be done locally, by the divisions or dis¬ 
tricts, or it may be done by the Central Administration, or partly 
by each, as best will meet commercial or business conditions at the 
moment. It will be necessary only to consult expediency. 

But the great advantage is that each division and each sub¬ 
division within wide limits is an autonomous whole; there is life 
and responsibility in the administration and operations of every 
separate division and subdivision—such life and responsibility as 
will carry the business along as an independent entity for almost 
indefinite periods under any possible conditions which may arise. 
With such conditions, nothing can happen which would be disas¬ 
trous to the business, for whatever might happen would auto¬ 
nomously right itself, or be righted by the concerted action of this 
army of individuals, or by some individual of the army, now being 
trained to action and to take responsibility by having responsibility 
put upon them. 

With such a body of men, educated in technicalities and theories, 
which by practical experience, they have subordinated to usefulness, 
with a trained capacity for taking responsibility—steadily moving 
upwards—there will always be a body of fit men to choose from 
in any emergency. 



142 


PRINCIPLES OF PUBLIC ADMINISTRATION 


We have reproduced al length this description of the field or¬ 
ganization of the American ielephonc and Telegraph Company, 
since it, incidentally, gives a remarkably clear picture of the gene¬ 
ral problem of organizing a field establishment. It raise.s also the 
question whether the Post Office Department might not find in it 
features that could be incorporated with advantage in its own sys¬ 
tem;. Especially is the question picsenled whether the advantages 
of a more centralized administration and more immediate control 
over field operations might not be secured by the grouping of 
post offices in a regional organization, the headquarters of which 
would be localoJ in the chief city of each regional district. 

It is matier of no little interest that for years the organization 
of the navy yards was on the multiple functional plan. This was 
carried to such an extent that the several departments of a yard 
were so independent of each other and so little under the control 
of the officer in charge of the yard, that they would not make use 
of each othei’s facilities. As a result there might be, and in many 
cases were, a number ol shops, for example, paint shops, in the 
same yard, one belonging to one department and another to an¬ 
other. The duplication of plant, however, finally became so glaring 
and indefensible that the whole system was abolished and the yards 
reorganized on the unitary plan. 

In conclusion, though it is not desired to lay down any rule of 
universal application, a contrasting of the relative merits of the two 
systems would seem to indicate that, in the great majority of 
cases al least, the unitary system is llic one that should be adopied 
by government services. 
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ORGANIZATION OF OPERATING SERVICES. 
REVENUE PRODUCING ENfERPRISESi 

In the chapters immediately preceding consideration has been 
given to the problems of organization presented by the ordinary 
operating services of a government. Examination reveals, however, 
that there is a class of operating services which have such a 
distinct character that special provision should be made for their 
organization and administration, for example, those services which 
are similar in all essential respects to private enterprises con¬ 
ducted for gain in that their function is to render a service or 
supply a commodity for w'hich a charge is made proporlioiiale 
to the value of the service or commodity supplied. In the 
national government the chief examples of such services are; 
the Postal Service, the Panama Canal, the Alaskan Railway, 
the Inland Waterways Corporation, the Merchant Fleet Cor¬ 
poration of the United Slates Shipping Board, the Bureau of 
Reclamation, and possibly the Forest Service. Only to a limited 
extent have the state,*^ undertaken the operation ol services ol 
this kind. Municipalities, however, have in many ca es entered 
lhi.s field through the ownership and operation of public utilities 
of various kinds. 

Spt’ciai Characler of Revenue Producing Enierpriyee. It 

must be apparent that the problems of organization and adminis¬ 
tration of these services differ radically from those of the other 
operating services of a government, 1 he F)i line characteristic of 
these services, marking them off from all other government ser¬ 
vices, is that they aie both revenue-producing as well as expending 
services. There is, moreover, a direct relationihip between their 
income and expenditure that is wholly lacking in other services. 
If efficiently run, an increase in the scope of their opeiations, and 
consequently of their expenditures, will produce a corresponding 
increase in income. In principle they are operated on the basis 
of being .^elf-supporlir.g or of producing a net income that will 
be available for iiiccling the general expenses of the government. 

1. The present etiapter is Inrgely bas- d on the artic-le by the autho:-, 
“The Niitional G(>\eilunrnl us a TTobting Corporation : Tho Question of 
Subsifliary Builget’* publishct] in iJie Political Sacficr Quartcrl;u^ 
T)erciii])cr*, 1D17. and reprodijeed as a c-tjaptor in the author’a volinne. Tlie 
Priddem of a National lUidg* t. r««atil.u1c for Govornun nt Researrh, 
Studies in Administration. Pn8. On this sul.jeet, see al^o Govoinmeut 
Owned Corporations, by Harold Arehor Van Dorn, 19-0. 
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Need for Financial Autonomy for Revenue-Producing 
Enterprises. Due to this fact, as will be pointed out in Part I \s 
dealing with financial administration, it is imperative, if proper 
administration is to be secured, that these services shall be given 
complete financial autonomy. By this is meant that each service 
shall have its own property, its own treasury .system, its own inde¬ 
pendent system of operating accounts, and its own budget. In 
this manner only is it possible to determine accurately the extent 
to which the service is paying its way, producing a profit, or run¬ 
ning up a deficit. The only way in which the operation of these 
services should figure in the general accounts and budget of the 
government is through the insertion in the latter of items repre¬ 
senting payments from the general fund to provide such services 
with a working capital or to meet any deficits as the result of 
operations, and of items representing net income of surplus paid 
by such services into the general fund. All of these matters 
are fully handled in Part IV, where problems of financial adminis¬ 
tration are considered. They are only mentioned here in order 
that the special problem of organization of these services may 
be clearly seen. 

Need for Administrative Autonomy for Revenue Pro¬ 
ducing Enterprises, Passing now from a consideration of the 
financial aspects of the conduct of these services to that of their 
general administration, it is believed that an equally strong case 
can be made, in the case of the national government at least, for 
giving them administrative and, in a way, legislative, as well as 
financial autonomy. 

No phenomenon in the field of American politics is of greater 
significance than the increasing scope, magnitude, and complexity 
of the tasks that are being imposed upon our national government. 
This increase in ihe burden thrown upon the machinery of govern¬ 
ment affect the legislative as well as the administrative branch. 
The situation is piescnled where Congress is called upon to consider 
and legislate regarding a constantly increasing variety of matters. 
These matters, moreover, no longer relate to question of general 
political policy. For the most part they have to do with highly 
specialized subjects. The task confronting Congress is .thus, one 
not merely of determining the general policy of the government 
in respect to the performance of its essential functions, but also 
of having to make decisions regarding matters which in their variety 
and scope embrace almost all fields of human activity. Further¬ 
more, after the first decisions are made. Congress is subsequently 
under llie necessity, annually, of considering what provision shall 
be made in the way of plant, organization personnel, and financUil 
grants for the support and conduct of the niachineiy that has to be 
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set up for the enforcement and execution of the policies decided 
upon. 

There can be no question that Congress is staggering under 
this load. Notwithstanding the fact that during recent years it 
has been in almost continuous session, and that the rules and 
practices of both houses have been progressively modified with a 
view to securing increased dispatch in the conduct of its affairs, 
it is utterly unable to handle with due care and promptness even 
those urgent matters regarding which there is substantial agree¬ 
ment that action of some sort should be taken. Finally, that the 
situation will grow worse rather than better, is as certain as any¬ 
thing can be. 

The foregoing represents a condition of affairs that must give 
concern to all persons interested in the cause of efficient govern¬ 
ment. It raises squarely the question as to what shall be done to 
meet the problems of administration engendered by it. Matters 
cannot be allowed to drift indefinitely, since, as has been pointed 
out, the situation tends constantly to become one of increasing 
gravity. Some positive action of a radical character is recjuned. 

The (Central Government as a Holding Corporation. The 

solution of this problem, it is believed, is to be found in part in the 
definite adoption by the government of the principle of selling up 
each of its revenue-producing services as a distinct public or quasi¬ 
public corporation. By this is meant that each will have its organic 
act, or charter, providing for its creation and defining its juris¬ 
diction, powers, and duties; its board of directors; its directing 
staff and subordinate personnel; its own plant, equipment, and 
other property that it will possess in its own name; and as has been 
pointed out, its own revenue and expenditure system, its distinct 
accounting and reporting system, separate from those of the gen¬ 
eral government; and its own wcll-dcfincd sphere of activities. 
Each, in a word, will have all the characteristics of a public 
corporation. 

It is evident that what is here proposed is substantially the adop¬ 
tion by the government of the well-known device of the holding 
and subsidiary corporations form of organization, with the excep¬ 
tion that the latter will get their grants of power directly from 
the former and the status of principal and agent as between ihc 
general movement and the incorporated services will be far more 
.strongly emphasized. The general government, as principal, will 
concern itself with the operations of its agents from the general 
standpoint of policies and the direction their activities shall take. 
It will require from its agents the most detailed and complete in¬ 
formation regarding their operations. It will, of course, have the 
formal approval annually of their work programs and budgets of 
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revenues and expenditures. It will stand back of the subordinate 
corporations financially in that it will profit by any surplus earnings 
and be responsible for any deficit resulting from operations. But 
it will not seek, by formal legislation, to determine in detail the 
organization and procedure of these bodies, and much less to con¬ 
cern itself with the details of operation. 

Principle of Subsidiary Public Corporation Followed in 
Cases at the Present Time. This proposal is by no means as 
novel or radical as might at first sight appear. It presents sub¬ 
stantially the policy adopted by the states in providing for the 
administration of municipal affairs. Legally, a state can assume 
direci responsibility for the conduct of municipal affairs in the 
same way as it does for its other activities. Actually, howeve all 
of the states have wisely adopted the policy of setting up special 
corporations for this purpose. In like manner, many otthe sates 
have provided for the conduct of more purely state aclivides by 
setting up what are in effect subsidiary corporations In the form 
of boards of education, health, chaities etc. An equally direct illu¬ 
stration of the actual adoption of this proposal is offered by the 
national government itself. This consists in the provision made by 
Congress for the government of the District of Columbia, the Pnil- 
ippines, Porto Rico, and the territories and dependencies generally. 
The administration of the affairs of these territories is as direct an 
obligation on the part of Congress as that of the operation of the 
Panama Canal, the construction and operation of a system of rail¬ 
ways in Alaska, or the conduct of the postal service. Its legal rela¬ 
tion to both of these classes of undertakings is precisely the same. 
It can, if it chooses, administer their affairs directly, or it can bring 
into existence subordinate bodies, and delegate to them immediate 
responsibility, reserving to itself the superior direction, supervision, 
and control. In the case of the dependencies. Congress has done 
precisely what it is heie urged it should do in the case of those 
services of the government which have distinct spheres of activities 
unconnectedwith the general operations of government, which are 
in possession of their own income, and in respect to which motives 
of economy and efficiency would seem to dictate that they be treated 
as separate entities by having conferred upon them the largest 
possible measure of legal, administrative, and financial autonomy. 
Eac h of these territories has been erected into a subsidiary cor¬ 
poration, with its own properly, revenues, expenditures, accounting 
and reporting systems, its own board of directors, administrative 
staff and personnel distinct from those of the national government. 
.Each ha; granted to it large authority to manage its own affairs. 
In making this large delegation of powers Congress has in no res¬ 
pect lessened its own power to act at any time when it sees fit to 
do .so, or relieved itself from its general responsibility. At any lime 
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it can enact legislation modifying the character or organise act of 
the subsidiary corporation. It is always free to pass ads regarding 
the conduct of affairs in such dependericie i, even lliough such 
affairs are within the scope of powers of the dependencies. All 
acts of such subordinate corporations, moreover, must be reported 
to Congress, and the latter can at any time modify them or set 
them aside. Careful provision, moreover, is made that each sub¬ 
ordinate corporation shall keep an account of its financial and other 
operations and make report annually regarding them to the end that 
Congress shall always be in a position to know how affairs are 
being conducted by its agents. That this policy has given good 
results in practice, there can be no doubt. 

Finally, this policy of setting up special subsidiary corporations 
for the performance of activities of a commercial or industrial 
character was the one adopted by the national government during 
the recent war in providing for the performance of new lines of 
work into which the war forced it to enter. The most important of 
such corporations were: the Emergency Fleet Corporation of the 
United States Shipping Board, the War Finance Corporation, the 
United States Grain Corporation, the Russian Bureau, Incorpo¬ 
rated. of the War Trade Board, the United States Housing Cor¬ 
poration, and the Sugar Equalization Board. The first two of these 
corporalions are still in existence as operating units of the national 
government. 

Advantages of the System of Holding and Subsidiary Cor¬ 
porations. The advantages that will result from extending this 
policy of erecting special subsidiary corporations for the perform¬ 
ance of special categories of work to all the revenue-producing 
services of the government are many. First in importance is the 
immediate relief of Congress from the burden of having to concern 
itself with the great mass of details, most of which are of a purely 
administrative and technical character under which it now labours 
in seeking itself directly to determine precisely how each of these 
highly specialized services shall be organized, manned, equipped, 
and operated. This relief will manifest itself especially in respect 
to the annually recurring necessity that Congress is now under of 
considering in detail the appropriations that shall be voted for the 
support of the government, it goes without saying that under 
existing conditions, with the great and constantly increasing magni¬ 
tude and variety of time and labour must be devoted by the com¬ 
mittees on appropriation of the two houses to the consideration of 
service estimates and by Congress as a whole to action upon its 
committee’s recommendations or that this work will be done with 
constantly decreasing care. Under the proposed plan the greater 
part of this burden will be performed by the boards of directors of 
the several subsidiary corporations. 
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It is of the essence of the proposal that each subsidiary cor¬ 
poration sluall have its own distinct budget. Thit* budget will be 
prepared in sub::taniially the same manner that the budget of the 
general government is prepared. F3timaio.s of financial needs will 
be prepared by the directing administrative staff of the service 
corporation iind submitted to the board of directors. The latter 
will consider these cstirnales, and on their basis prepare a budget 
for submission to Congress through the Bureau of the budget, The 
point may here be made that, inasmuch as, under this plan. Con¬ 
gress will still have the obligation of considering and acting upon 
this budget, it wuil not be relieved of any of the responsibility and 
work under which it now rests. Ihis, however, is not the case. The 
budget, in the first place by the mere fact that it relates to the 
operations of a distinct service wholly detached from the general 
financial operadons ol tfie government and presents in one docu¬ 
ment both revenue and expenditure statements and a balance sheet 
showing assets and liabilities, gels before Congress the problem of 
making provision lor the service in question in a far more effective 
way, and one in wJiicii it can be more easily handled, that if it 
were presented meiely as a sol ol ilern? in the general book of esti¬ 
mates. If propeily prepared, it fuinishts a complete and systematic 
showing of past opeialii.‘ns. present conditions, and proposals for 
the future. This budget, morever, instead of corning to Congress 
as an estimate prepart.d l)y persons charged with the administration 
of the service, is lirst passed upon and icviewed by a body who.se 
duty it is, acting as ih.e agent of Congress, to exercise a general 
supervision and contiol over the ads of such administrative officers. 
This direct supervision and control, moreover, is exercised by a 
body lechnict.liy qualified to pass upon the needs of the service and 
in constant, direct touch wi;h its operations. Normally, Congress 
can accept the judgment of this body in respect to details and 
limit its own participation to that of considering the budget in its 
general aspects as involving mailers of general policy cir of 
major importance. Incidentally, this procedure will have the added 
advantage that it will simplify by that much the general problem of 
providing for the revenue and expenditure needs of the government. 

From the slandpoint of the services themselves, adoption of this 
policy will mean that the current direction of affairs will be in the 
hands of a body which cannot fail to be technically better qualified 
for this work than Congress. This will be due, in the first instance, 
to the fact that the members of the corporation’s board presumably 
will be selected with special reference to their qualifications for 
their positions. Their competence in this respect will steadily in¬ 
crease as they gain familiarity with their duties and experience 
in their exercise. Finally, they will have but one distinct class of 
duties to perform, while members of Congress are called upon to 
act upon matters of a wide range. 
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A further fact of importance is that they will exercise their 
duties continuously and with a 1reed<»m ol action that is impossihlc 
for Coi 4 »ress. Coni^ress is in session only part of the time. While 
it IS in session. only a small part ol its time can be devoted to the 
affairs oi any one service. When it docs act it can do so only 
throii^li the laborious process ol legislation. Action once taken can 
be modified or rorrecled only alter great delay and with much 
difficulty. 1 he boaid oi directors of a service corporation, on the 
other hand, is in continuous session. In reaching decisions it can 
avail itsell of the knowledge and judgement of the working staff 
of the service to a degree that Congress finds it difficult to do. 
Decisions once made can be promptly amended and revised as ex¬ 
perience dictates. Action which often requires months or years to 
secure from Congress can be taken at once. Flexibility will replace 
the rigidity which characterizes the present system of Congressional 
direction of details. 

Another important merit of the service-corporation plan of or¬ 
ganization i' that it would promote in a material way the desirable 
end ol taking the purely business and technical services of the 
government outside of the domain of politics. The mere fad of 
separating the organizatio.i and operation: of .diese services from 
that of the general organization and operations of the government 
would lend to emphadze their non-political character, and would 
make it easier to resist political pressure in respect to both their 
work and their personnel. I his, of course, is dependent upon the 
creation of boards of directors, the members of which not only will 
be selected with reference to their technical qualifications, but will 
also have a permanency of status that will give to them much the 
independence of judicial officers, alleast in so far as political pres¬ 
sure is concerned. I his is a matter to which attention will shortly 
be given. 

A third advantage would be the extent to which the plan would 
tend to promote the creation ol each service so treated into one 
offering a special career to all of its per.sonnel. A prime character¬ 
istic of these services is the extent to which they call for employees 
possessing technical, as opposed to general, clerical and adminis¬ 
trative qualifications. If competent men are to be found for these 
positions, and retained in them, it is imperative that such men shall 
not only be paid an adequate compensation, but be afforded an 
opportunity for advancement in their chosen profession. This can 
only be done where the technical personnel of each service is care¬ 
fully classified and a satisfactory promotion system devised and 
operated. It is not claimed that this cannot be done to a consider¬ 
able extent under present conditions, but it is believed that it can 
be better done where each service is given its individual auto¬ 
nomy and the particular problem special consideration, I he erection 
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of each service into a distinct career and the complete segregation 
of its financial operations will also promote the development of an 
esprit de corps and interest in the service on the part of its per¬ 
sonnel that is not always present. All, Irom the highest officer 
to the lowest employee, will know that any benefits resulting from 
increased economy in the expenditure of funds from increased 
efficiency in the performance of duties or from securing increased 
revenue, will accrue directly to the service instead of to the general 
organization and treasury in which they have but little direct in¬ 
terest. The incentive to increase revenue receipts and to keep down 
expenses, to practise economy, and generally to conduct affairs in 
an efficient manner cannot but be far greater than it is under 
existing conditions. 

Finally, the erection of the revenue-producing services into 
autonomous corporaMons would relieve these services from all of 
the provisions of the administrative laws having for their purpose to 
prescribe, and which, in fact, do prescribe in great detail, the pro¬ 
cedure that must be employed by the government services in per¬ 
forming their purely business operations, such as purchasing, con¬ 
tracting, and the like. As regards these operations not only are the 
conditions to be met by these services different from those con¬ 
fronting the purely spending services, but they are also different as 
between the revenue-producing services themselves. Under the 
organization here suggesled each revenue-producing service will be 
able to build up an administrative code that meets its particular 
requirements. 

It must be evident that the central feature of the proposal under 
discussion is the adoption by Congress of the policy of delegating 
to a subordinate board of directors the direct responsibility for the 
exercise of the function of general direction, supervision, and con¬ 
trol. The feasibility of the entire proposal is, thus, dependent upon 
the possibility of erecting boaids that can be relied upon the dis¬ 
charge of this function in a proper manner. The problem of erecting 
technical boards that will discharge their duties in an independent, 
or non-partisan, manner and with sole reference to the proper 
conduct of the interests placed in their charge, is not a new one to 
the national government. The leading example of where it has 
met this problem in a successful manner is the Interstate Commerce 
Commission. Though the action of this commission has not at all 
time.s met with general approval, there can be little doubt it has 
performed the work entrusted to it far better than Congress could 
possibly have done acting directly. It would seem, therefore, that 
there ought to be no serious trouble in determining the character 
of the board of directors that should be set up in each case, the 
qualifications required of members of the board, their terms of 
office, and the general scope of their powers and duties. It cannot 
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be emphasized too strongly, however, that whatever the action 
taken, most careful provision should be made that the suboidinate 
corporation should iustal and operate systems of accounting and 
reporting corresponding to the most approved principles and prac¬ 
tices as found in private corporate enterprises, and that its system 
of operating records and statistics should be so devised as to fur¬ 
nish all essential details regarding the manner in which the affairs 
of the corporations are being conducted and the results that are 
achieved from the standpoint of both costs and work done. That 
provision should be made for an independent audit of their ac¬ 
counts by the Comptroller General, need hardly be said. If these 
requirements are met Congress will always be in a position to deter¬ 
mine the manner in which its agents are performing their duties 
and to take such^further action in the way of exercising its superior 
powers of direction and control as circumstances may require. 
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ADVISORY COUNCILS 

Ill cc nsidering the problem ol the proper oiganization of the 
administrative branch of a government, and particularly a govern¬ 
ment such as that of the United Strites, the imjioilanl question is 
presented ol the extent to which an advantageous use may be made 
of councils, composed partly of officers ol the government and 
partly of persons selected from private lile, having for their pur¬ 
pose to consider and give their advice regarding the manner in 
which, problems coming before the administrative services for 
action .-liould be handled. 

Need for Government StrrviccH Maintaining Intimate Con¬ 
tact with Private liitereBts AffeeUid. In performing their 
duties, administrative services have, or should have, two considera¬ 
tions alw'ays in mind: to make their actions conform to the 
best interests of the public served: and to work in harmony and 
co-operation with other services whose operations arc in the same 
general field. One or two illustrations w^ill make the importance 
ol these two considerations clear. 

At the present time the national goveiiirnent is engaged in wotk 
on a large scale having for its purpose to promote the indusliiai, 
commercial, and educational interests ol the country. In perfoim- 
ing this lunction a wide range of discretion is open both to Congress 
in authorizing specific activities and to the administrative services 
in acting under general authorizations. It is, manifestly, in the 
highest degree desirable that both of these agencies should in some 
way learn the desires of the interests seived in respect to the 
work to be undertaken and their opinions regarding the work under 
way. More specifically, this means that provision should exist 
by which the services having to do with the promotion of the agri¬ 
cultural interests of the country can learn the wishes and opinions 
of those interests in respect to the manner in which their welfare 
can best be promoted; by which the services having to do with the 
promotion of the commercial and industrial wants ol the country 
can similarly learn regarding the wishes and opinions of com¬ 
mercial and industrial interest.^; by which the services having in 
charge the promotion of the cause of educaiion can secure the ma¬ 
tured judgment ol the leaders of education in respect to how that 
cause can best be sei ved. At the present lime a feeling exists, which 
in many cases is only loo well founded, that the government services 
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work, as it were, in water-light compartments, that iheir attention 
is so largely devoted to their routine operations that they lose sight 
of the fundamental purpose for which they exist—service to the 
public—that, in a word, their methods are bureaucratic and 
carry wuh them the evils that the term implies. In the attempt 
to meet this situation, recent years have witnessed a great develop¬ 
ment ol the movement by national organizations of special inter¬ 
ests, either to establish their headquarters at Washington or to 
provide for special services in that city having for their special 
function to keep in touch with proposed legislation and the activi¬ 
ties of the administrative services affecting their interests, and, 
affirmatively, to make known their wishes and to urge upon Con¬ 
gress and the administration action which they desire to have taken. 
Ulus trations of this practice are furnished by such organizations 
as the Chamber of Commerce of the United Stales, the American 
Farm Bureau Federation, the American Council of Education, 
the Federation of American Engineering Societies, the National 
Health Council, and many others. These organizations perform 
a very useful service. They do not, however, fully meet the needs 
of the situation, since they have no recognized authoritative chan¬ 
nel for bringing to the attention of the government matters which 
they desire to have considered. In great part their services are 
to the constituent members rather than to the government. There 
is still need of means through which the gap between the govern¬ 
ment and the interests served may be bridged. 

Advisory Councils the Best Means of Maintaining !^iieli 
Contact. This means would be provided by the creation for each 
of the great fields of governmental activities of a council that 
would embrace, on the one hand, the heads of representatives of 
the government services working in that field, and, on the other, 
representatives of the private organizations the members of which 
arc directly interested in that field of endeavour. Through such 
organizations it would be possible for the two classes of interests 
to sit around the same table and by conference reach an agreement 
regarding the manner in which the matters in which they are both 
interested might best be promoted. Thus, to bring out more fully 
the possible services of such an organization, it is evident that if 
the national government is to do anything in the way ol promoting 
the cause of public education, it should have a program that re¬ 
presents not merely the individual opinion of a bureau head, but 
also one that commends itself generally to the educational interests 
of the country. One of the prime functions of a National Council 
of Education would be the formulation of such a program. In 
like manner the national government should have a definite pro¬ 
gram in respect to work in the cause of the promotion of public 
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health, industry, commerce, agriculture, etc., that commends itself 
to those interests, and in the formulation of such programs national 
councils of public health, industry, commerce, agriculture, etc., 
could render a service such as has been suggested in the case of 
public education. 

Advisory Councils 21 s Agcncesfor Co ordinatin^: the Acti¬ 
vities of Goveriinienl Services Workinjx in the Same 
Field. Up to the present we have considered only the possible 
usefulness of national advisory councils from the standpoint of 
furnishing the means through which the interests to be served and 
the government services having those interests in charge may be 
brought together for common council. !t remains to be pointed 
out how such councils may serve an equally valuable purpose as 
correlaling agencies where there are a number of service.-; working 
in the same field 01 who.-re activities are of such a character that it is 
desirable that they should work in close relation with each oilier. 
Probably the best example of the need for such a conclating 
agency is furni.died by the services of the government that are 
engaged in the collection, compilation, and publication of statisti¬ 
cal data. 

It has been pointed out that llie proper method of grouping 
services is that of bringing together under a common head all 
services having the same general function rather than that of 
attempting to concentrate in a single service or depai tment the per¬ 
formance of all activities of the same technical character. The 
adoption of this principle of organiz:alion. ar, applied to the statisti¬ 
cal work of government, means that this work will be scattered 
among the several services having to do with the matters to whicii 
the statistical data collected relate. Under this sy• Icm tlie services 
for the collection of railway statistics will be attached to the Inter¬ 
state Commerce Cornmir.sion, that for the collection of vital statis¬ 
tics to the Public Health Service, etc. The .-yslem, in oilier words, 
means the direct opposite of that under which the attempt is made 
to centralize in one se vice responsibility for all the slalirtical work 
of the government. Though, for reasons elsewhere stated, this 
scattering of the statistical work of the government is necessary in 
the interest of having this work well done, it is desirable that there 
shall exist some means by which the services engaged in statistical 
work shall keep in touch with each other’s work for the purpose of 
assuring that duplication of effort does not obtain and that so far 
as praclicabic uniform methods of classification and presenlaiiun oi 
data are followed, ll is, for example, desirable that statistics of 
production as collected by the Bureau of the Census and other ser¬ 
vices. stalisticv of imports and exports, and statistics of transporta¬ 
tion, in so far as they reveal the movement of commodilic.s by kinds 
of articles, sIki' 1 be collected and published according to a classifi- 
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cation that will permit of these several classes of data being brought 
into correlation with each other. The existence of a National 
Statistical Council will provide the agency through which these 
desirable ends may be obtained. And generally the national advi¬ 
sory councils will have as one of their es.scntial functions the fur¬ 
nishing of the means by which all of the government services whose 
activities fall in their fields may ciinenliy keep in touch with each 
other's operations and take the steps necessary to en sure that they 
are working harmoniously toward the attainment of a common end. 

Advisory Councils as an Aid to the President and to Coii- 
jSress in Formulating and Acting upon Budgetary Propo¬ 
sals. in concluding this account of the possible usefulness of a 
system of advisory councils, mention should be made of the valu¬ 
able service that they could render both to the President in 
formulating his annual budget and to Congress in acting upon 
such budgetary proposals. Under present conditions these bodies 
have to rely almost wholly upon the representations of the interest¬ 
ed services. With a system of councils such as here suggested 
the PresidenU if he has any doubt about the desirability of a 
service vccoininendation for authorization lo continue a certain 
line of work or to engage in a new activity, can refer the matter 
to the appropriate advisory committee for its opinion. He may, 
indeed, request a council to make a general report upon the work 
program organization, and methods of a service. The fact that 
a coni iderable number, and po.ssibly the majority, of the members 
of the committees will be persons not directly connected with 
the government will tend lo ensure an unbiased report. To a 
certain extent these councils may serve as bodies to assist the 
Presiderkt in the settlement of jurisdictional disputes between 
services. The fact that que.slions of this kind had been submitted 
lo independent bodies of this character would give weight to the 
President's budgetary recommendations and- make easier the task 
of Congress in passing upon such proposals. The status of these 
councils would be that of independent establishment reporting 
directly to the President. The latter would keep in touch with 
them through his Bureau of the Budget. The councils would, 
thus, have the general character of special staff agencies of that 
bureau and the President. 

Recfuisiteft of a System of Advisory Councils. In the fore¬ 
going wc have sought lo point out the two great services that 
may be rendered by a system of national advisory councils. If this 
system is to work successfully certain conditions, whiclf will now 
be pointed out, must be met. 

1, The first and most important of these is that the function of 
these councils should be wholly advisory. In no case should they 
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have any adminiaUative powers or those of giving orders of a 
mandatory character. Their duties should consist exclusively in 
examining into questions falling in their respective fields and of 
formulating and making known the conclusions reached by them 
as the result oi such inquiries. No principle of administration is 
more iniporl.int than that administrative authority should not be 
divided. It should, thus remain to the services affected or to the 
administrative officers exercising superior directing power over 
these services, to act upon the recommendations emanating from 
(he councils. 

2. The second is that, for reasons already j*;iven, the councils 
shall cmbtace two classes of members—those representing the 
government services, who may be termed official members, and 
those representing outside interests, who may be designated as non¬ 
official members. Both classes of members should be appointed by 
the President and hold office lor a fixed term, or at the President’s 
pleasure. In the interest of economy, the office of councillor should 
carry with it no compensation in the way of salary, though pro¬ 
vision should be made lor the payment of the expenses of members 
in attending meetings or in otherwise discharging their duties. 

3. Thirdly, provision should be made for meeting of the offi¬ 
cial members independently of the council as a whole. Ihere will 
be m^.ny cases when it is desirable to come together for the pur¬ 
pose of discussing their common problems. It may even be desir¬ 
able that they shall meet regularly at staled intervals for this 
purpose, it is desirable that ihe whole council shall meet only at 
comparatively infrequent intervals, possibly only once or twice a 
year. 

4. Fourthly, provision should be made for a permanent secre¬ 
tary at an adequate salary whose duty shall be to serve as the exe¬ 
cutive officer of the council, keep an accurate record of the proceed¬ 
ings, attend to all matters of correspondence, have the custody of 
its files, etc. In some cases it may be deemed advisable to give to 
the council authority to employ temporarily or permanently tech¬ 
nical staff assistants to prosecute certain inquiries, assemble data, 
etc. These inquiries, it need hardly be stated, should relate ex¬ 
clusively to matters of general policy and procedure and not to 
matters falling within the sphere of the other services of the 
government. The Nationalt Satistical Council, for example, might 
desite to make a study of the use of mechanical appliances in the 
handling of statistical data, the methods of operation of foreign 
statistical services, the problem of the classification of data for 
statisticalpurposes, etc. It may also be found desirable that the 
council shall publish a journal or bulletin in order to make 
known the results of its deliberations or to serve as the means 
through which the work of the several services falling within 
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its jurisdiction are brouglil to the attention of the public. It is not 
by iiny means suggested that the councils should do much in this 
direction ;and. certainly, they should not engage in activities of this 
character on any extended scale at the outset. Should work, of 
this kind be undertaken, all those engaged in it should be under the 
direct supervision of the permanent secretary and executive officer 
of the council. Whether a council publishes a bulletin or not, it 
should act as a general bureau of information regarding the activi¬ 
ties of the government falling within its field. 

In seeking to point out the possible usefulness of advisory coun¬ 
cils as integral parts of the administrative machinery of the national 
government, il is not by any means suggested that provision should 
at once be made for a large number of such bodies. The desirable 
policy would be that of creating one such council and, on the basis 
of the re.sults secured from it, reach a decision regarding the ex- 
tention of the sy,stem. 

It is of interest to note that usefulness of councils of the cha¬ 
racter described has been recognized to a certain extent by the 
national governments. The act of July 1, 1902 reorganizing the 
Public Health Service, provided for an annual conference of the 
health authorities of the states and territories and the District of 
Columbia under the direction of the head of that service and con¬ 
ferred upon ih it officer power to call special conferences when the 
interests of the public health might require. The War Department, 
while not creating a formal organization for the purpose, has 
sought and secured the assistance of the leading national industrial 
associations in working out plans for the mobilization of the in¬ 
dustrial resources of the country in case of war. The Department 
of Commerce has been especially active in taking action of this kind. 
During the past year over twelve hundred group conferences of 
officials of that department and representatives of the leading in¬ 
dustrial and commercial organizations were held for the purpose 
of considering problems of industry, commerce, and transportation, 
and IMJl permanent committees have been created for giving advice 
and assistance to the department in the performance of its work. 
Through these conferences and committees the department has been 
able to accomplish an enormous amount of good in the way of 
standardizing practices, simplifying methods, and eliminating 
waste, and generally in putting the conduct of business upon a 
more efficient basis. One of the most effective of these committees 
is the Advisory Statistical Council, created in 1918, to act as an 
advisory committee in respect to matters having to do with the 
collection, compilation, and publication of the Fourteenth Census 
data. The Bureau of the Census, in addition, has created two 
special advisory committees to aid it in the collection and publica¬ 
tion of statistics of municipal and slate finances. These efforts but 
indicate the possibilities for good that lie in this direction, 
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In the preceding parts we have sought to discuss only those 
factors of public administration that are ol a general or funda¬ 
mental character. It is hardly necessary to say that th.e actual work 
of administration involves decisions with respect to many other 
matters of ies^er importance. The problems ol procedure required 
in order to nut into effect general decisions must be worked out. 
These problems are, lor the most part, ol a highly technical and 
special character. They have to do with such matters as the 
adoption of systems for the handling and filing of correspondence, 
the devising of the forms to be made use of and the manner of 
their use, the determination of the nature of the records to be 
maintained, the form ol reports, etc. Any attempt to enter 
into a consideration of these technical phases of administration 
would be utterly out of place in a work such as the present one 
that is intended only for the use of students of politics and 
general administraUon. There are, however, certain devices the 
adoption and use of which will contribute so greatly to efliciency in 
operation that it is thought desirable to give to them at least cur¬ 
sory attention. Thir is believed to be all the more desirable, since 
nowhere, so far as ihe author is aware, have they received the 
attention that their importance demands, and certainly, in no 
government with which the author is familiar, are they employed 
as they ^hould be. 

To these devices the author has given the generic term of ‘‘Tools 
of administration.'’ In a general way all instruments of adminis¬ 
tration, such as forms, records, etc,, come under this head. Many 
of the most valuable of these tools have already been mentioned 
and their use described in our consideration of the general problems 
of administration; for example, the budget, personnel and efficiency 
records, financial statements and reports, inventories, property, 
records, etc. Ail that it is desired to do here is to indicate and 
point out the usefulness of certain other devices or instruments. 
Ihese are: ^ 

J. Adiiiinislrativc codes 
2. Service monographs 
i). Service manuals 
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4. Outlines, charts, and maps of organization and personnel 

5. Work assignments and progress reports 

(>. Administrative reports 

7, Official Gazette 

Administrative (^odes. A feature that distinguishes the problem 
of the administration of public services from that of private under¬ 
takings, is that not only must all of their acts be in strict conformity 
widi law, but to a considerable extent, their forms of organization, 
the manner of recruiting and handling their personnel, and even 
their detailed methods of procedure are laid down lor them by 
formal acts of the legislative branch of the government. One of the 
first requisites of a public administrator is, therefore, that he shall 
be familiar with this legislation in so far as it affects his service. 
Unforliinately, in the case of the national government at least, and 
it is believed, in most ol our stales and many of our municipal 
and local bodies, this legislation is not to be found in one place in 
the statute books or so staled that its existence and provisions can 
he readily determined. For the mOsSl part it exists in fragmentary 
form, scaUered through tFIFstatutes without any pretenf^ of me- 
lEodical statement or agreement. In many cases, in the national 
government, U is in the bjxjn of special clauses or riders, to appro¬ 
priation acls. In few cases do its provisions present a careful study 
of the admini.strativc needs of the services to which they relate. 
More often than not, they were enacted to meet some special need 
which later wholly disappeared. To make matters worse, there 
has been little or no at tempi to secure uniformity in respect to the 
manner in which identical requirements of the several departments 
or .services shall be met. 

The result of this is not only to make it difficult for the adminis¬ 
trator to determine tlie legal obligation that he is under in manag¬ 
ing the affairs of his service, but also to introduce confusion into 
the whole work of administration. More than this, it adds greatly 
to the burden of the legislature itself in determining whether its 
orders are in fact being properly carried out and in framing addi¬ 
tional legislation. 

There is but one way in which this condition of affairs can be 
corrected; namely, by bringing together all this scattered legisla¬ 
tion having to do with administrative matters, subjecting it to 
careful study and revision with a view to the elimination of incon¬ 
sistencies and making its provisions conform to present require- i 
menls rearranging the provisions so that all having to do witl^ the i 
same matter are brought together and presented and classified j 
according to some consi.slenl plan, and then rc'enacting the whole as ; 
a single consolidated administrative code . Such a revision and codifi- 
cation of adriiini>tralivc law constitutes one ol lire prime necessities 
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if an efficient administration of the affairs of the national govern¬ 
ment is to be had. This need has been so clearly stated by the 
Director of the Bureau of the Budge^ in a letter of transmittal 
accompanying a compilation made by him of ihe laws governing 
the preparation ol estimates, appropriations, and financial reports, 
that his characterization of the evils of existing conditions and 
how an adrainistialive code would correct them is reproduced, even 
though it involves going over some ground already covered, in 
this document he says: ' 

A doiailod OASiminal ion of rlK‘so |>rovisions of law— 

]iine hundred in iniin)>e]*—disriosos an uiK-o-ordinated mass 
oI finaneialieiiislaiioTi enacted rrorn limelo linuMo meet 
pa: t ii-iilai-siliial ioiiK and c*<mdili(>ns. Tlu‘y may b(; said In 
have jLii’own up by a proeess ol* aecretion. Some of them 
are now obsolete, while many others are only partially 
ai)j)lieabie to present-day eondilions. Some (»}' them were 
enaeted over a eentmy ago, when llie govei-nment organiza¬ 
tion was very small and wIkii Congress was. throiigli its 
committees, exereismg almost eomidefc' (*ont j-o! o\'ej* the 
admniisiration of ])ul)]ie finance. Tlie sanu* might be said 
as to the laws governing accounting, ainlll, public com rards, 
the purehast‘ and sale of supf)lies. and tiie (M'gaiiization, 
powers and duties oi.Oiganization units oi* the (iovernment 
and oi‘the authority ol‘ administrative unieers. W nu lime 
liave these laws been ronsidered by (Anigress as a wliole, nor 
were those relating to uin* organizalion unit enaetc'd in 
(*o-ordination with (host' oi anotIi(‘r. Some Inireaus are 
loaded down witli a<lmiiiist ralive 1 im it at :ons and restrirt iotis 
while others aie leiT with only a few governing regula¬ 
tions. 

Tliis body <>)■ law ]>res<nils a pudure of past attemjits oi* 
Congress to cont rol the admiihst j*atii>n oi* public liiiance 
through legjslati\ c enactment. Adminisl rat ive otTieers were 
tlius bound by eerlain rules and i*(‘guia1 ions in the form oL 
statutory firovisions, m iiie pre}>aiat ion and j»rcsent aliou 
of estimates of approjHial ions, m the use of tlie ap])ropria- 
lions, and in repoiling in detail tv) Congress as to liv)w tin? 
appropriation was spmit. Tlie whole process was done 
and—willi tin* ( xev^pt itm ol the i’stimal(‘s—is now dvnn^ with¬ 
out any deliniu^ and ipiifievl plan oi! ju'oceduie, and willioul 


iCiaiJhiiiniriitioi) roiiii tin* PrcsidtMit ol' t Ik* Uiiitcfl StaO's, Tnnis- 
Jiiiltinp L.mw.v rolal in.LC l(» tin* pstinialos of ions, the rippro- 

jniiilioiis and imports of Kor-eipts and Expenditures, eonipiled l.v the 
BuieiJii of tlie BudfiCt, i». i*7 CVoig,., II. doe. I-’9. December o, 'l921. 
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any possibility or intelligent comparison of the financial 
administration of one burea\i with another. 

# * # 

The codification herewith submitt ed is intended lo be 
only a partial compliaiH^e with section 21 . It is both im- 
pmeticable and iiKidvisable to recommend chanjifes iu these 
Jaws at this time. The Biiroaii oi* the Budget, in the short 
time since its organization, lias liad llie o])|)(>rtuni1y to do 
no more than to eomj)iJe them. Furtlier more Ihe laws here 
presented constitute only a part ol‘ the Federal admiinstra- 
tivc laws. The whole body oJ! udm inisiral ivc law js now 
in need oJ: revision and codification in order to liarmunize it 
with the operation of tlie new budget system and with Ihe 
present-day needs of the government. 

One of the essential tools of administration that should be pos¬ 
sessed by all governments is, thus, a carefully compiled adminis¬ 
trative code. It might seem that the preparation of such a document 
would offer little trouble. In point of fact, in the case of a 
government such as that of the United States, it is an undertaking 
of the first magnitude. This can be seen from a consideration of 
the following facts. 

In the first place it is a matter of no little difficulty to determine 
what constitutes administrative law and what, therefore, should be 
the scope of the codification. Practically all public acts contain 
provisions setting forth the manner in which their provisions shall 
be enforced. A reading of such acts a.s those regulating interstate 
commerce, the anti-trust laws, the land laws, etc., shows that their 
provisions are partly of a substantive and partly of an adjective 
character. The provisions of the latter character are so intimately 
interwoven with those of the former that it is wholly impracticable 
to isolate and state them separately in an administrative code. 
Even were it feasible it w’ould not be advisable, since that would 
mean that the provisions would appear twice upon the statute books 
or that the law upon a particular subject would appear partly in the 
general statutes and partly in the administrative code. The sugges¬ 
tion has sometimes been made, that the whole text of such laws 
should be included in the administrative code. If this were done 
that document would embrace a not inconsiderable part of the pub¬ 
lic law and the purpose of its compilation would be largely 
defeated. 

The difficulty here presented can be met in the following way. 
It will be remembered that in our consideration of problems of 
organization a clear distinction was drawn between the institutional 
or housekeeping and the functional activities of services. The 
former have to do with the work that has to be done in order 

F, 21 
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that the services may function as institutions. They relate to such 
matters as the maintenance and operation of plant or quarters, 
the securing of personnel, the purchase, custody and issue of 
supplies^ the keeping of accounts, the preparation of reports, etc. 
The accounts and reports relate to work for the performance of 
which the service is maintained. It was further pointed out that 
it was desirable that the performance of activities of the first kind 
should be entrusted to special divisions which should constitute 
the subordinate units of organization of a bureau of general admi¬ 
nistration. Precisely the same distinction should be observed in 
determining the contents of an administrative code. I his means 
that two classes of administrative law should be recognized; that 
having to do with the institutional activities of the government and 
that having to do with the enforcement of the substantive provisions 
of public law. Only the first class should be contained in the admi¬ 
nistrative code; the latter should appear as integral part of the 
acts to the enforcement of which they relate, if this is done there 
is brought together in one compilation all of the provi.nons of law 
which define the power and duties of the bureau of general admi¬ 
nistration and its subordinate divisions. 

To the foregoing body of law should be added all those acts 
which provide for the creation of administrative services, define the 
general powers and duties of their chief officers, and lay down the 
general rules or principle.s to be followed by them in performing 
their duties. These provisions it will be observed, relate to the field 
of general administration as distinguished from the provisions of 
the acts the enforcement of which is entrusted to such services. 

Another question of great importance relating to the scope of 
an administrative code is that of determining those provisions 
governing administrative matters that should be incorporated in 
the code and those which should be left to adininislralivc regu¬ 
lations. There can be no question that the work of adminislralion 
has been seiiously handicapped by the legislature seeking to 
regulate the details of administrative organization and procedure. 
The result has been to introduce loo great rigidity in the manner 
of conducting public aflairs. In no small degree the red tape com¬ 
plained of in i)erforming govcrninenl work is due to the existence 
of these provisions. In preparing a code this fact should be kept 
constantly in mind, and every effort should be made to iTiclude in 
the code only those provisions which are of a general and funda¬ 
mental character, the regulation of details being left to the discretion 
of administrative officers or central administrative agencies having 
to do with the institutional activities of the operating services. 

Having determined the scope of the administrative code, (here is 
next presented the problem of assembling and presenting the 
material to be embraced in in proper form. As regards this, it 
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is to be noted that a work of codification is something quite different 
from that of compilation. The latter represents merely the bring¬ 
ing together, without other change, of m:;terial relating to a subject. 
Codification, on the other hand, means that this material will be 
welded together in such a way that inconsistencies will be eliminat¬ 
ed and the provisions regarding each topic set forth as a single 
slatemrnt instead of in the form of original acts, supplemental and 
amending act’s special provisions of acts relating to other subjects, 
etc. The performance of this woik requires the highest order of 
technical draftsmanship as well as a thorough knowledge of sub¬ 
jects treated. 

Another question requiring answer is that of the order of arrange¬ 
ment and classification of material that should be adopted. As 
regards this, it would seem that the method of treatment employed 
in the present work would be as satisfactory and logical as any. 
If this were employed the code would contain a number of distinct 
parts dealing respectively with the matler.s of general administra¬ 
tion and organization, personnel, material or supply, and finance. 
In the first part would be given the organic acts providing 
for the organization and defining the powers and duties of the 
departments, bureaus, and other services. Part two would give all 
provisions of law having to do with the recruitment, classification, 
promotion, etc., of personnel or the determination in any way of 
employment conditions. Part three would be largely given over to 
provisions of law governing contracting, the procurement, ware¬ 
housing, issue and use of materials or supplies, etc. Part lour 
would embrace all provisions regulating the manner in which the 
administrative services shall keep their accounls, the character of 
financial statements to be rendered, the duties of ihe comptroller 
and auditor general in respect to the control of treasury receipts 
and issue.®, the audit of accounts, etc. Finally, in part five would 
be given under appropriate heads certain miscellaneous provisions 
which did not find a place in any of the other preceding parts. A 
special advantage of this arrangement is that it would correspond to 
the organization of the government for the performance of institu¬ 
tional duties. Each of the institutional services, such as the central 
personnel agency and the divisions of personnel of the operating 
services, the central purchasing agency and the divisions of supply 
of the operating services, ihc office of comptroller and auditor 
general and the accounting offices of the operating services etc., 
would find in one place the provisions of law regulating the matters 
with which they had to deal. 

Finally there remains the important question as to whether the 
codification shall content itself with a methodical statement of 
existing provisions of law or shall represent a thorough revision 
of such provisions with a view to making them conform better to 
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the requireinenls of an efficient system of organization and pro¬ 
cedure. That the codification should take the latter form, there 
can be no question. In point of fact, where the work of codification 
is being attempted for the first time, it is almost impossible to 
accomplish it without making more or less important changes in 
the provisions of the law as it exists. It has been pointed out 
that one of the distinguishing features between the problem of 
administration having to do with functional activities and those 
relating to institutional activities is that, while the former are dif¬ 
ferent for each class and. therefore, for each service having them 
in charge, the latter is more or less the same for all services. It 
vras. furthermore, made clear that it is highly desirable that the 
organization and procedure for these institutional activities should, 
as far as possible, be uniform throughout the government service. 
As already stated and as shown in the quotation from the report 
of a Director of the Bureau of the Budget, on the compilation 
of the laws regarding estimates, appropriations, and reports, noth¬ 
ing approximating this condition now obtains in the national 
government. Little would be accomplished in the preparation of an 
administrative code for that government unless advantage were 
taken of the occasion to determine, in the light of modern 
knowledge regarding proper administrative practice, the standard 
piovisions that should generally apply to the organic acts. 

It is cvcdenl that if codification is undertaken upon this basis, 
the task is one of great magnitude. It means, in fact, a thorough 
study of the whole problem of public administration to determine 
the provisions that should be adopted to govern the organization of 
the government services and the procedure that should be employed 
in forming their institutional duties. In short, the whole admin¬ 
istrative system of the government should be upon the operating 
table for the purpose oi determining in what respect it fails to 
conform to proper requirements and what is needed in the way of 
redrafting of existing provisions of law for the purpose of bringing 
them into conformity with approved principles and practices. 

Notwithstanding the size of this project it is one which should 
be entered upon by all governments, since until this work is accom¬ 
plished it is impossible to have full efficiency in the conduct of public 
affairs. The procedure employed in putting through this work 
should probably be that of entrusting the work in the first instance 
to the bureau of general administration, which, in the case of the 
national government, means the Bureau of the Budget. This bureau 
should call to its assistance representatives of the central agencies 
having in charge the specific classes of institutional duties. The 
results of their co-operative work should be embodied in a draft to 
be submitted to the operating services for criticism and suggestions, 
A revised draft should then be submitted to the legislature for its 
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action. Due to the special character and scope of the proposal, it 
would probably be wise for the latter body to provide for its con¬ 
sideration by a special joint committee of the two Houses of Con¬ 
gress. The committee would probably want to hold hearings on 
the bill and take other means to satisfy itself regarding the deci¬ 
sions to be reached. Finally, of course, would come congressional 
action upon the measure agreed upon. 

It will be seen from what has just been stated that this work 
of codification is intimately related to that of the reorganization 
of the administrative services. In point of fact, most of the stales 
that have undertaken the latter have emb )died the results of their 
work in what are designated as civil administrative codes. In most 
cases these codes embrace little more than the provisions of part 
one of a complete code, since they do not go further than provide 
for the organization of the administrative branch. One stale, how¬ 
ever, Nebraska, has gone far beyond this. Its code contains not 
only all provisions of law regarding the institutional activities of 
the administrative services but also most if not all of the substantive 
and adjective provisions of the laws the enforcement of which is 
imposed upon them. The most complete administrative code that 
has come to the attention of the writer is the one adopted by the 
Philippine Government in 1917. It is a volume of )282 pages and 
appears to have been exceptionally well done. 

Service Monographs. The first essential to efficient administra¬ 
tion is full knowledge of all the facts that affect or control in 
any way the work to be done. Neither legislators nor administra¬ 
tors can properly perform their functions of determining what work 
shall be undertaken, what funds shall be devoted to such work, 
what machinery shall be created for its execution, what rules shall 
govern the operation of this machine, and what means shall be 
employed for exercising that rigid direction and supervision over 
the actual conduct of affairs which must be had if efficiency and 
economy is to be secured, unless they have clearly before them 
what provision has already been made in respect to these matters, 
and what facilities, in the way of plant, organization, and person¬ 
nel, are already available. 

Where the undertaking is a .small one, this information can 
readily be acquired by personal inquiry and observation and when 
acquired can be retained in mind. Where, however, as in the case of 
a government, the undertaking is one of any magnitude or com¬ 
plexity, it is imperative that some system be employed by which this 
information may be assembled and presented in such form that it 
may be readily available. Of no government is this more true than 
of that of the United States. Of all undertakings, none in the 
United States and few, if any, in the world approach it in inagni- 
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tudc, complexity, and importance. Yet until it was undertaken by 
the Institute for Government Research as described below, no ade¬ 
quate effort had ever been made to list the several administrative 
services of the government, describe their organization and activi¬ 
ties, and set forth the provisions of law governing their operations. 
Each branch of a service was familiar with the specific duties, 
regulations, methods, etc., governing its particular work, but was 
more or less unacquainted with conditions in other branches. If 
Congress or superior officials desired information regarding the 
organization and work of any particular service under their juris¬ 
diction, they were compelled to secure this information by personal 
inquiry or special investigation. Though responsible for the proper 
organization of these services, their co-ordination into a logical 
system, the distribution of duties among them, and the employment 
of the most effective and economical methods of work, they were 
without that complete picture of their legal obligations, activities, 
organization, and methods of work as a whole, which alone make 
it possible for them adequately to meet such responsibility. 

Much the most effective means by which this information can 
be made known is through the preparation of a series of studies, 
to which is here given the designation of, ‘Service Monographs,” 
that will give, according to a uniform plan, a complete and detailed 
description of each service. More specifically, each monograph 
should give for the service to which it relates; (1) Ihe history of 
its establishment and development; that is, the circumstances or 
reasons leading to its creation, the changes that have taken place 
in its official status, as for example, when it has been changed 
from a division to a bureau, transferred from one department to 
another, or consolidated with another bureau; the development 
that has taken place through the assignment of new work, etc.; 
(2) a statement of its functions, described not only in general 
terms but also by detailing the specific activities engaged in order 
that it may perform its general I unction; (3) a description of the 
manner in which it is organized for the performance of these 
activities; (4) a description of the character of the plant, if it has 
need of physical facilities other than office quarters; (5) a com¬ 
pilation of, or references to, the laws and regulations governing 
its operations; (G) financial statements showing its appropriations, 
expenditures, and other data for a period of years, and (7) a full 
bibliography of the sources of information, official and private, 
bearing on the service and its operations. 

A moment's reflection will show the great value of such a 
series of monographs in the actual work of administration. 

To executive officials they offer valuable tools of administration. 
Through them such officers can, with a minimum of effort, inform 
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themselves regarding the details, not only of their own services, 
but also of others with whose facilities, activities, and methods it 
is desirable that they should be familiar. Under present conditions 
services frequently engage in activities in ignorance of the fact that 
the work projected has already been dcnc, or is in process of 
execution, by other services. Many cases exist where one service 
can make effective use of the organization, plant, or results of 
other services, had they knowledge that such facilities were in 
existence. With the constant shifting of directing personnel that 
takes place in the administrative branch of the national govern¬ 
ment, the existence of means by which incoming officials may thus 
readily secure information regarding their own and other services 
is a mailer of great importance. 

To members of Congress the monographs should prove of no 
less value. At present these officials are called upon to legislate 
and appropriate money for services concerning whose needs and 
real problems they can secure but imperfect information. That 
the possession by each member of a set of monographs, such as is 
here described, would be a great aid to intelligent legislation and 
appropriation of funds, can hardly be questioned. 

To the public, finally, these monographs will give that know¬ 
ledge of the organization and operations of their government which 
they must have if they are properly to exercise their function of 
bringing to bear an enlightened public opinion upon the conduct 
of governmental affairs. 

One further fact regarding these studies should be noted. They 
should be wholly descriptive in character. No attempt should be 
made in them to subject the conditions described to criticism, or 
to indicate features in respect to which changes might with advan¬ 
tage be made. While they would make no direct recommendations 
for improvement, they could not fail greatly to stimulate efforts in 
that direction. Prepared according to a uniform plan, and setting 
forth the activities, plant, organization, personnel, and laws 
governing the several services of the government, they would auto¬ 
matically reveal, for example, the extent to which work in the same 
held is being performed by different services, and thus furnish the 
information that is essential to a consideration of the great ques¬ 
tion of the better distribution and co-ordination of activities 
among the several departments, establishments, and bureaus, and 
the elimination of duplications of plant, organization, and work. 
Through them it would also be possible to subject any particular 
feature of the administrative work of the government to exhaustive 
study, to determine, for example, what facilities in the way of 
laboratories and other plant and equipment exist for the prosecu¬ 
tion of any line of work and where those facilities are located; 
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or what work is being done in any hield of administration or 
research, such as the promotion, protection, and regulation of the 
maritime interests of the country, the planning and execution of 
works of an engineering character, or the collection, compilation 
and publication of statistical data, or what differences of practice 
prevail in respect to organization, classification, appointment, and 
promotion of personnel. Did they do nothing else, they would 
furnish the information absolutely essential to the Bureau of the 
Budget in performing its duties of scrutinizing the requests of the 
operating services for the grant of funds or authorizations to 
engage in new activities and in seeing that the funds granted arc 
efficiently expended. 

Though the need for such monographs is most evident in the 
case of the national government, they would save an equally 
valuable purpose in the case of the individual stales and the larger 
mnnicipalilies. This has been recognized to a certain extent by a 
number of cities, which have prepared year books describing their 
governments. In no case, however, have these descriptions been 
adequate.- 

Service Manuals. The purpose of Service Monographs is to give 
that general information regarding the history, activities, organiza¬ 
tion, etc., of the several services which it is desirable that all persons 
having to do with public affairs should have. These studies should 
be supplemented by another series to which the designation is here 
given of “Service Manuals^^ having for their purpose to set forth 
in detail for each service a compilation or codification of all the 
laws, rules, and regulations governing the organization and work of 
the service and a description, with accompanying form?, of the 
methods employed in conducting its operations. The arrangement 
should be topical. Each branch of work, such as accounting and 
reporting, the purchase, custody, and issue of supplies, the recruit¬ 
ment, promotion, etc., of personnel, the maintenance of property 
records, the handling and filing of correspondence etc., should have 
its chapter, which could be issued as separate. In setting forth 
these rules and reproducing the forms employed, care should be 
taken in all cases to describe not only the procedure to be followed 
but also the purpose of each operation. The manuals, in a word, 

-Pjuj^km Iv tI k'no iu*pjio; 4 raj)li.s slioiild bij l*y the Imrcau (»f 

adiniiiistiiiliou ivorkin#?, of fOiir.se, ijj fo-oporatioTj with the ser- 
vi{:e.s dfsciihe'l. Pue lo tl«e fart that the Bure.'iii of the Budget ol* the 
iiatiuiiril govei'J.iiieiit lias, us yet, had no funds placed at its disposition 
^vjth whicli to do this w’ork, the Institute for Qovernnient Kesearch, of 
Tvhicli the writer is Director, has undert'-ken the prejiaration of the 
series f»r s('r\ icf.s monogrnjdi.s for that governiiicnt. Forty-eiglit of the.se 
monograjdis have been prepared and puhUshed and it is ex))Octed that 
the series will .soon be coinideied. 
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should be of such a character that any one could readily determine 
from their perusal precisely how each service administers its affairs. 

The existence of such a manual for each service is necessary 
both as an instrument of control and as a tool of administration. 
It is the duty of the superior authority, the legislature, the chief 
executive, or the head of the department, in whom is vested the 
determination of what work shall be undertaken and what funds 
shall be appropriated for its execution, to assure itself that its 
agent the administrative service, is performing its duties in an 
efficient manner. It cannot meet this obligation unless it has before 
it a clear and comprehensive statement of the methods of adminis¬ 
tration that are employed by such agent. The first great service 
rendered by a manual of business procedure is, therefore, that of 
enabling the superior authority to assure itself that its agent is 
milking u^e of proper methods in discharging its duties. With this 
information in this available form, it can subject such methods to 
critical study, either directly, or by having them passed upon by 
specialists in the field of administrative proceduie; and, on the 
basis of such study, can take such steps as in its opinion are neces* 
sary to make the procedure employed conform to most approved 
practices. 

The value of the manual as a tool of administration is no less 
great. It is, in the first place, by far the most effective means of in¬ 
structing all employees in their studies and in ensuring rigid adher¬ 
ence to the procedure adopted. Its preparation ensures that each step 
will be passed in review, explained and justified. It is practically 
impossible for a service which is not making use of a service manu¬ 
al to attempt the preparation of such a document without bringing 
to light features which it will be found desirable to change. The 
mere act of preparing a manual will, in many cases, result in the 
affecting of marked improvement in methods previously employed. 

In the second place a manual gives to the director that informa¬ 
tion regarding methods in his service which he must have if he 
is properly to perform his duty of supervision and control over 
the conduct of work under his direction. Again, the publicity re- 
sulliiig from making known business methods constitutes a strong 
moral incentive to the use of methods which will stand the lest 
of scrutiny and criticism. When the business methods employed 
in a service are not known outside the service, there is little appre¬ 
hension that they will be subject to adverse criticism, and the 
incentive above mentioned is lacking. 

Finally, if the practice of reducing business procedure to manu¬ 
al form is generally adopted by the services of a government, un¬ 
equalled facilities will be afforded for the improvement of methods 
through the opportunity that is thereby afforded for services to 
K v)^> 
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study the methods of other services, to check them against their 
own, and to make improvements when it is found that other ser¬ 
vices have evolved superior practices. Especially will this oppor¬ 
tunity for improving methods be apparent if the manuals for the 
several services are compiled according to a uniform plan of ar¬ 
rangement and treatment of material. Of the value that such 
manuals will be to the Bureau of the Budget of the national 
goveinments or the bureaus of general administration of other 
governments, it is unnecessary to speak.'* 

Outlines, Charts and Maps of Organization and Person¬ 
nel/* In our consideration of Service Monographs as tools of admi¬ 
nistration it w.is pointed out how desirable it wms that all persons 
having to do with (he adrninislralion of public affairs should have 
full and detailed information regarding the manner in which the 
government wiih which they are concerned is organized for the 
performance of ilsdjlles. In the present section consideration is 
given to the specific means by which this iiilormation can best be 
compiled and piesentcd for use. These consist in the preparation 
of what arc known as outlines, charts and maps of organization 
and personnel. 

Of these, the outline of organization constitutes the piimary 
presentation; the other two, the: arts and maps, merely serve the 
function of illustrations in order to picture more vividly conditions 
and relationship. fhe purpose of an outline of organization is to 
show how a service, department, or the government as a whole is 

'•Only ici :i lijnili.''.] o.xteiit h.' ve the of the ii:it,» 4 ;i>veni- 

uu-nt :ithe Mtlio* of manuals as have i.r* u (leserihcil. 

Thi.se work is of a tio.hniral engiio'erin^r rharaeiei" ]ia\e in n niiin- 

her nf r.-ises pTO])arr^l inanuats for ti»eir fie]«] foTre. Fow if any vorvifos 
have loiWOA'Or. j>ia*]»are*J manuals f.f fioiierai hiisiooss piauaaluic. A few 
(it ies h.a v<'roi! ex'-elhait jii.anuafs of their ataaointina: ]>i’oretIure. 
The le-.sl that liive vojrie to tlx* rilteiiti<»n of th** writer are 1 ho •• M.'a luia 1 
of A(«- •n7?fi!)g ami BllS/ll<^ss fhau-oduro of the r’i^v of Now Vnilv,’^ issued 
l»y H(*rnian A. Mel z, t'o in jd roli'.-r, .1 ; a ml “Manu.al of Aeetjunt i ii^, 

Keport i!io‘ and Business Brooediire of l.ho City and Country (jf IMiilade!- 
jflii'i,' ’ M. Walton, City OomptroHer, .1914. The laslilnle for 

GovornuionI Resoaj rh has a eom])lete luanual <*(*\i'riiig all [‘bases of its 
Imsliioss [jroi'ednre. 

4 Tn the preparation of the present .seetirm large nst* lias heen made 

t ho reji H-!, ]iro])?{rod hy the jireseiit writer, while a. iiiemher of tlie 
I^rosident 's Coinmissioji on E( <>uoiny and EthrieTu y, and submitted by 
that ijo ly to the ihesideiit, entitled <‘Ko-port to the Bresidenl on the Oi-- 
ganizitioM oft ho Government of the TJiiifed States as it Existed, .fuly 1, 
1911.’^ 'Ilii i retMirt, wliioh set forth the organization of the national 
go\'orn!iK*a1 thiaoigli tlie use <»f the system of outlines of oiganizati(»n 
entitled “Mf ys.tge of i he President of tlo-United Slates on ICeoiiomy 
and Enioiom y in tije Government »Serviee, 62 Cong., II. doe. 458. In a 
nniiiher of i-ases it has iod heen jir.ael ieahle to indieado hy cjiiota tiou 
ujark.s when the Jajjguage of the report has heen closely followed. 
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organised, by listing all of its subordinate units in such a manner 
as to exhibit their relations to each other from the standpoint of 
the general line of authority; that is, so arranged and classified as 
to indicate, on the one hand, the more comprehensive unit of orga- 
nix.ation of which any given unit constitutes a part, and, on the 
other hand, the subordinate units of organization covered by such 
given unit. By a unit of organization is meant, not merely such 
a formal organization as a bureau, a division, or a section, but 
all further subdivisions which comprise reasonably distinct groups 
of employees required for the performance of special duties; all 
plant or operation units, such as quarters specially devoted to 
the performance of particular kind#of work, vessels, waiehouses, 
etc. A properly prepared outline of organization should show, 
as one of its essential features, everything in the nature of a 
shop, laboratory, photographic gallery, blue print room, depot, etc., 
and every point in the field at which a station is maialaiued or 
work is done. Failure to indicate these will lessen greutly the value 
of the outline, since one of its mo.st important objecls is the 
careful indication of the existence of such establishments. It is 
only as these final working units are shown that a real picture 
here recommended, and transmitted to Congress by the President 
and published in two volumes, embracing something over ISOOpages, 
is obtained of the manner in which the government services are 
actually organized for the performance of their work. And it is 
only as information of this character is secured that it becomes 
possible to examine into the extent to which duplication or over¬ 
lapping exists within the services of the same department or within 
the government as a whole. 

Ihus, for example, the outline of organization for a given ser¬ 
vice or department will bring out the extent to which such service 
or department is maintaining at Washington a number of working 
units of the same character, such as garages, carpenter shops, blue 
print rooms, etc. This information will raise the question with such 
services or departments as to whether there is any real need for 
such independent units performing the same functions and whether 
an eocnomy cannot be realized by abolishing some of them 
and entrusting the work to those remaining, or by distributing the 
work to be done between the different units according to its char¬ 
acter so a3 to avoid the necessity of duplicating expensive equip¬ 
ment. W'hether anything can be done in this direction without 
lessening efficiency is a matter wholly dependent upon conditions. 
The preparation of the outlines, however, will al least serve the 
purpose of bringing to the attention of those in authority the exis¬ 
tence of such units, and thus of laying the basis for a careful 
investigation into the subject. 

The foregoing has reference especially to the organization of the 
services at Washington. It is even more necessary that the organi- 
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zation of services outside of Washington should be shown in corres¬ 
ponding detail. As regards these services, there should be shown 
in the outline of organization for each services, not only the name 
and location of each station, or point at which the service maintains 
an agent or is carrying on work, but also the units of organization 
within such stations. Thus, for example if the field work of a 
given service has, as its primary units of organization, certain in¬ 
spection or operating districts, these districts should be set out in 
the outline and all substations existing within them should 
be indicated. Furthermore, where these districts or substations 
maintain or operate depots, warehouses, vessels, lighlhou.ses, and 
the like, each one so maintain#! .should be set up as an organi¬ 
zation unit in its proper place. Wherever inspection services are 
maintained, they should be indicated as organization units, with 
the word “travelling*’ in parenthesis in order to show that they 
have no fixed station. Wherever there are at any station different 
institutions, such as depots, shops, hospitals, etc., these should be 
indicated as subordinate units in order that a complete picture may 
be furnished of the scope and character of the units comprehend¬ 
ing them. 

For many reasons an outline of organization should be carried 
to its logical conclusion, namely, that of showing the individual em¬ 
ployees constituting the working force of each final unit of organi¬ 
zation. Ihe character of an outline of organization prepared 
on this basis may be illustrated by the following outline of organi¬ 
zation of the Home for the Aged and Infirm, one of llie organiza¬ 
tion units of the Government of the Districts of Columbia, as it 
existed in 1911. 

Outline of Organjzatjon:Home for tue Agfd and Infjrm 


Organizutum units Numl)or 

1. Sni:)erinteiulciit. 1 

2. Dcpartnifrit 

1. Phyisiciuii. L 

2. Nurse.•. 1 

3. Housekeeping 

1. Matron. 1 

2. Cook. 1 

3. Baker. 1 

4. Male Attenclants. 2 

5. Cook. 1 

6. Pemale attendants. 2 

7. Seamstress. 1 

8. Cook. 1 

9. Servants. 


Ejuployees 


$120 

48o 

300 


600 

600 

r>40 

560 

300 

240 

300 

180 

144 
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4. Garden, form and stallies 

!1. Fanner. 1 510 

2. Fain hands. ;; 

3. Dairyman. 3 .tOO 

4. TTostler and drivor. ] 1.’40 

5. Gate of Miildinj^ 

1. Kiigiiieer...... .... 3 000 

2. Enginoor.. 1 :;>0 

3. En^i^inoer. i iRO 

■1. Engineers. 3 :’,00 

C. MisceUaneous 

3. Clerk. 3 000 

2. Blacksmith jind woodwoikrr. 1 540 

3. Bauiidryman . 3 540 

4. Tailor ‘. 1 .‘ICO 


A glance at this outline organization must make evident how 
valuable a tool it would be in the hand of all superior officers 
having responsibility for making decisions in respect lo its support 
or the extension or contracting of the scope of its operations. Espe¬ 
cially is this so when the organization unit is a field station or insti¬ 
tution located at a distance from the seat of government. It is, 
indeed, difficult to see how, for example, the director of the F^ublic 
Health Service, having responsibility for the operation of the large 
number of hospitals scattered over the country, or for the head of 
the customs services, having charge of the operation oi the several 
score of customs houses or districts located at various points, can 
properly supervise the work of these units or intelligently pass 
upon questions constantly arising regarding their organization, 
work, and personnel without having such information. 

Manifest as this must be, it is doubtful whether there is a single 
service of the national government that has provided itself in any 
systematic way with this most valuable tool of administration. Only 
in exceptional cases does the head of a service at Washington know 
in detail the organization of his subordinate units in the field. In 
many cases he has no clear picture of the organization of his ser¬ 
vice at Washington. And in this respect the government of most of 
our states and cities are probably in the same situation. 

It is to be noted, furthermore, that the information furnished 
by these outlines is urgently needed by the administrative officers 
of services other than the ones to which the outlines relate if they 
are to avoid the duplication of organization and plant and make use 
of the facilities of their fellow services. Of conditions as regards 
this point, the President’s Commission on Economy and Efficiency, 
in the report referred to, has the following to say: 

At Iho outset of! its work the Commissiou was impress¬ 
ed with the fact that tlie Congress, the President and the ;<l- 


^Ihid, pp. 23.25 
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min ist rati VC officers were attomplin?^* to (iis(*ha.rf»'0 the diitios 
with which they arc out rusted without siifficienl knowledge 
re<»’aidin!X the instriunentaliiies tliron^h wdiich these duties 
arc to he ])Orro?’med. While it^ is true that offieoi’s oP buren- 
iis, divisions, etc., have iiifi^rmation rej^ardinj? the ori^ani- 
zation of tlicir services, it is only in ex(*e|)tional eases that 
sncli ini'ormal ioji lias been com])i]ed in a form to lie rea<lily 
available to otliers. Raidi service conse<jiien1 ly lias liad to 
conduct its affairs without adequate knowbabro re.eai-diin^ 
comlitions anywheuT. 

As a result, administrative officials have been called 
upon to discharoe their duties without that I'uli knowlodut^ 
of the jna('ir!{U‘ry under tlieir direct ion which it is imperative 
they should have iii order to exercise eff(‘(*live administrative 
direel ion and conti'ol. They have not had i‘al[ information 
as to tlie exist 1 luv ajiencics, sncli as stations, lab oratories, 
shops, divisions, ep'., in their own services, much iess what 
ai**en(*ies existed rn ol hei-serviees that miji'ht he usoil instead 
of ereatiujii’ similar auemeies in then* own sciwiees, PjxMpioiit- 
ly Cong'iess hasdio,.n eompellod to leojslate witfiout the com- 
])lete data it should have if tlie most advanlaj^vous action 
is to he liad. hdnaliy, tlie people liave been without tlifit 
iniormaiion uecessai’y to accui*ate judmiKMil rcLiardiiijx the 
manner in wdiieli theii* reprcsenlatives, legislative ami oxecii- 
tive, arc disehai'oing tlieii* duties. 

It is to tlie lack of tin’s infocinatiou that must he attri¬ 
buted in part the pi'cseut condition of affairs, where stations, 
shops, and otiiei* units are |jein<i’ maintained whiidi perform 
no useful funetion, oi* none of sufficient importance to war- 
r.'int the expense ol tluur opcj*ation: where tlie most effeetive 
use IS not lieing’ made of such services as sliould he maintain¬ 
ed; where co-oj)ei'ation and eonse(|uen1 (‘conomy liotwecn 
scTyiees is a matter of ehan^,^e or personal efforts on the part 
of individuals, and whe?*e diffei-cnt serviees, perform in" the 
same or eloseiy allied functions, are lieiri" operated indepen¬ 
dently of eacli otlier, thus duplicating in an uneconomical 
and inefficient manner the work of each other. 

There is no reason to suppose that conditions have substantially 
changed since the dale on which the foregoing was written. Among, 
the concrete steps that should be taken by the national government, 
or, for that matter by all governments, in the way of equipping 
themselves with the instruments through which to carry on their 
operations in an efficient manner, is that of the preparation 
and thereafter of the current revision of organization outlines of 
this character. In undertaking this work the central bureau of 
general administration might well take the initiative and exercise 
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such supervision over the work as is necessary in order to secure 
uniformity of practice and adherence to general regulations. 

It is evident that if outlines such as are here recommended are 
to be prepared for all of the services of a government of the size 
and complexity of the United States and if those outlines are to be 
knit together in such a way as to show the organization, not merely 
of particular stations, subdivisions of services, and services, but of 
the government as a whole, some systematic scheme of presenting 
the data furnished by them must be worked out. To meet this need 
the writer, in the report quoted from, recommended the preparation 
of general and supporting outlines and the use of the loose-leaf 
system. In support of this suggestion he wrote as follows; 

Aitoiil ion luis been called to the fact that tlie main pur- 
l>oso()f this compi lation is to furnish infoiinal ion that can 
be currently used by administrators, in the same way as they 
currently use data devo]oi)ed by a proper accounting’ and 
I'Oporl iiig system, as one of tlieir tools of administration. If 
tlii‘ outlines are to sei've this ])urpose, it is imperative they 
should be prepared in sucli a way that they can be kept 
conslanliy revised to date. The end is secured by adopting 
the device of the loose leaf in presenting the data. Instead 
of altom])1ing to set out the outline of the goveinment of tlie 
IJiiited Stales as one continuous statement the ])rinci])le is 
adoj)1ed of: giving oji one slieel only tJie main subdivisions 
of tlie organi/al ion unit to which the sheet refers, and ol* 
jH'esenting the detailed outlines of organization of those sub¬ 
divisions on siipj)orting sheets. Ifa cliange in organization 
lakes j)Iace, all that needs to be done is tlie rewriting of the 
part iciilar slieol oi* sheets alTectcd and the substitution of 
the new sheet or sheets for the old. 

Tlie economy that can be lealized fs but a small part of 
the advantages resulting from the use of this loose-leaf 
system. In the first place, it brings out, in a way that a 
continuous statement fails to do, the co-ordinate units of 
organization. Thus, for cxam)[)lc, if one desires to determine 
what arc the primary units—that is, the bureaus and services 
—covered by I he l)cj)artment of Commerce and Labouj*, it 
would be uecessaiy for liim, in case the outline of organiza¬ 
tion of that department is shown as a continuous statement 
1o run over a largo number of pages in order to pick out 
those bureaus and services that a?'e of co-ordinate rank as 
indicated 1>y the indentation and identifieation code numbers. 
The same operal ion would have to be followed by him if he 
desired to determine Ilicx>rimary units into which one of the 
bureaus is divided. Under tlie loose-ieaf system these co- 
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ordinate uuils appear one below the other on the same sheet 
the subdivisions oJ: eiuTi being: carried on supporting slieets 
whirli reloi red 1o by i)age iuiml)ers. 

T'liis svsioin. if rigidly adhered 1o, would re(|uii'e a 
si-eoi iii eascMvliei-e a subdivision oi* a unit is 
sol Uj). This woidd i(Mjuii*o iimidreds. i I' noi Ihousands, of 
she Ms ill ordoi- io siiow the organizat itm of a single depart- 
ineiiL. il Is not necessaly, however, to eaiuy this loose-leaf 
sysiein sueh an ex1i‘<ine. In many eases the oj'ganization 
in (bu a 'M)!* a uni! m'organizal ion ean be given as a eonti- 
nuous -iaienient, siiue the number of subordinate units 
siiowu i> noi so great as to prevent the eye from readily 
del ee! iiig (In eo-o)-dInaie subdivisions. In ]>repai'ing this 
vejiort. . !j • (Siminissiovi has eonsequeiil ly exei‘eisod its dis- 
e/etion iu d.1 oj iiiining to what extent d(‘tails sliould bo ear- 
r;csl on supporting siioeis. The individual depaiiment and 
so: vires not bound by the derision of the commission in 
tills M‘-;p(S'l . 1 11 maroiiiining tiu-ir own out lines tliey sliould 
dejuii t j'i'om Mie decision of 1 ho commission in. so far as in 
llieir oplinoii '.eems wise. 

Aaiother aiTvaiiiage of tlie loose-leaf system is that it 
makes it ])O sib!e for t lie several services to lake up the 
(.»u;]ii;e ’s\her<* ii now leaves ofl* and secure fni'tjiCT’ details of 
e.iganizi;! Ion, 1 licse additiouai details heing entered, upon 
suip>o! iiiig inserted in llieir proper ])lac(‘s. Finally 

the i-e (U loose Iva\<'s maizes it j»ossib!e. if it is desii'cd to 
tlo S-. to sjuit iij) liie outlines into ])arts and give to each 

\ u-e oiii; those slnets wiiieh effect its organization. 

One bins further should be said regarding these outlines of 
organi/atirn ihccU Each sheet should show for the unit of organi- 
zalioii lo which it relates not onl}" its subordinate divisions, but 
also its place in the higher organization of which it is a part. The 
following, sample sheet, taken from the report of lllll, will illus¬ 
trate this pcinl, and certain other features of the suggested system: 

iH i'.!; 11 * 1 ' ill ' i' A Cl iruUuri- KctVri’iK’.e t(» 

I'nn .! Sn viir supporting 

o. X: i.;firi;U ]*’».!<-isi DistrirH sheet 

page 

fSaiioitn.! I ot f hI Uislrial . 5 ; >>au Francisco Calif. 

J. Oai.M- {ui.'iHT of Ui.sl rirt I’orojter . 

r. (jiil.c or ojM’i.ition. 

1 . pin jM.'v n r nssistaJit (lislritU J'c.oc'sl er ijicharge . 

S‘..( i ion <U‘i.u'uiilciiaiK‘o . 

3. Piftiiig :oi(l i.iiiie piint room . 

3. Oihi..'C-of silvi.'.:ulluj (;. 
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1. Oflice proper of nsaistant direi-tor forester in charge. 

2. Section of timber sttlea. 

3. Section of planting. 

4. Section of siJvics. 

4. OULm* of:* lands. 

5 Onice of Ljraziiig. 

(). Oflico of products.; 

7- Natioiial forests. 

8. District, ••ommittee. 

lliis sheet, it will be noted, contains two parts. In the lower is 
given the organization of the unit known as “National Forest Dis¬ 
trict 5, San Francisco, Calif.” In the block’ above is shown the 
fact that this unit is one of the subordinate units of the more com¬ 
prehensive unit designated “National Forest Districts,” which is 
a subdivision of the “Forest Service,” which in turn is one of the 
major organization units of the Department of Agriculture. The 
numbering of each organization unit is desirable in order that it 
may be rciferred to by number instead of by its full title in official 
communications and accounting documents. The column to the 
right indicates where the organization of each unit shown on the 
sheet may bo found. Thus, the figures “19'T* indicate that on the 
page bearing that number will be found the list of all national 
forests over which National Forest District NO. exercises 
jurisdiction. 

The second device indicated for showing organization is that of 
charts. To the writer charts show little or nothing that is not 
equally well or better shown by outlines. Many persons, however, 
are apparently able lo visualize or grasp the organization of a ser¬ 
vice when shown in the form of a chart. For this reason their use, 
in certain cases at least, is warranted. The objections to the chart 
method of depicting organization are: the expense involved in pre¬ 
paring the charts, the difficulty or impossibility of readily revising 
them, and the fact the limits of their usefulness are soon 
reached. To serve its purpose a chart must be comparatively simple. 
If it seeks to present details, it becomes so involved that it is difficult 
to follow it and its purpose is accordingly defeated. In one par¬ 
ticular only can a chart be made to convey information that cannot 
be shown by an outline. By the use of dotted lines, interrelations 
between units of organization other than the relation of direct ad¬ 
ministrative authority can be indicated on a chart. Where it is 
desirable to show such relations, profitable use can, therefore, be 
made of this advice. Advantageous use can also be made, for dis¬ 
play purposes, of charts showing general organization. 

Maps constitute the third means of showing organization con¬ 
ditions. 1 his device is of great value where, as in the case of the 
national governments, the bulk of the operations of the goveinment 
F. 23 
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is carried on in the field. Through them, each service can secure 
a general view of its field establishment obtainable in no other 
way. The use of maps, moreover, presents the advantage that 
field stations of different services can be shown in relation to each 
other; something which cannot possibly be done by outlines or 
charts. Thus, in addition to preparing maps showing the field sta¬ 
tions for each service individually, consolidated maps can be made 
for t\vo or more related services, or for all the services, under the 
same department, or lor all the services of the government. In these 
consolidated maps the different services can be distinguished from 
each other by the use of different symbols to indicate the stations 
of the different services. 

With this graphic depiction of field conditions before them the 
heads of services, departments or the bureaus of general admin¬ 
istration are in a position to make a critical examination of the 
extent to which the services individually or collectively are or- 
gani/ed in the mo t effeciive manner for the performance of their 
work in the field. In the national government there is great need 
that a special, detailed examination should be made regarding the 
necessity or advisability of maintaining each station now being 
maintained by the various services in the field. It is a matter of 
certainty that such an investigation will reveal many cases where 
stations can either be discontinued, consolidated with other stations, 
or relocated at more advantageous points. Tliat such is the case, is 
inevitable in view of the circumstances under which the different 
stations were established. In some cases they were established to 
meet a real need existing at the lime of their creation, which need, 
however, may have since passed away on account of changes in the 
service, the opening up of r.ew means ol coininunicali^n, the de¬ 
velopment of new cenUcs of population and industry, etc. In other 
cases stations wcie established by direction of Congress without 
adequate inquiry regarding the necessity for such stations, and in 
still others they were erl.iblished in re.-punse to solicitations or 
representations made to the services by local authorities, or other 
persons, .Not only will examination show cases in which changes 
may, with advantage, be made, but it will also show many cases 
where certain clas:-e- of work are being performed by those stations 
which could be belter performed at other stations or at Washington. 

Ihis information also will be of the greatest value in considering 
the vtiy impoilani question of the extent to which co-operation 
may be secured between different services of the same or different 
depailments. 1 he maps will shovv just what slaJhQns are be ing, 
mai ntai ned at flTffcienf points 7Eroiighoul the c oun try. Ihey will 
Lriiig out tijc lads that at many places, the national goveinmcnt is 
maintaining a large number of independent stations or offices. This 
will suggest iIjc question a,‘ !(> whether tome plan could not be 
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worked out by which these different stations, instead of being 
operated independently of each other, could not be operated more or 
less on a co-operative or common basis, at least as regards certain 
features of their work. Thus, for example, it may well be that an 
economy could be realized by having provision made at one time 
for the proper housing or accommodation of these various services 
instead of having each service make its own independent arrange¬ 
ments as regards quarters. Such common action would probably 
lead to economy in many cases and to increased ef&ciency resulting 
from their being brought under a common roof. There are, more¬ 
over, many cases in which it is necessary for a service to have a 
representative at a given point but where the duties to be performed 
by such representatives are comparatively simple, requiring the 
expenditure of but little lime or effort. Examination might show 
that in such cases the need of the service will be met by having 
these duties entrusted to some other general official stationed at 
those points, thus saving the expense involved in maintaining an 
independent service. 

In like manner, the information furnished by .rnajps regarding 
the location of field stations will lay the basis for a careful con¬ 
sideration of the problem of the most effective and economical ad¬ 
ministration of the work of field inspection. At the present time 
iiTdependent inspection work is being done by the several services. 
It may happen that a number of inspectors, representing different 
bureaus in the same department, rn^iy leave Washington at the same 
lime for the purpose of inspecting stations in the same city. It is 
quite possible that the fuller knowledge regarding field conditions 
furnished by maps in connection with outlines showing the organi¬ 
zation of field stations will permit of closer co operation between 
services with respect to inspection work and the reduction of the 
present great expense for travel. 

The foregoing indicates only the more obvious uses to which 
outlines, charts, and maps of organization may be put in the actual 
work of the conduct of affairs. There remain, however, many other 
ways in which the information furnished by them can be utilized. 
For example, a classification of organization units according to 
character would bring out for each service, each department, and 
the government as a whole, just how many units of a given char¬ 
acter, such as libraries, chemical laboratories, carpenter shops, etc, 
exist at Washington and the services to which they are attached. 
This would immediately raise the question whether the mainte¬ 
nance of so many different units for doing the same work was 
economical and the extent to which the establishment of central 
units ministering to the needs of all services at Washington might 
not be desirable. 
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Wojk Assigiitnents and Progress Reports. The more one 
studies the problem of public administration the more he must be* 
come impressed with the importance of the factor of overhead 
supervision and control. In no small degree the success with which 
an undertaking is conducted is dependent upon the extent to which 
it is efficiently directed. This in turn is dependent upon the extent 
to which those in authority are furnished with full and current 
information regarding the character and needs of the services 
under their direction. It is for this reason that so much emphasis 
has been placed on the necessity for the tools of administration, 
the adoption of a system of accounts and reports that will currently 
show financial condition and operation^, the niaintcnance of proper 
personnel records, etc. 

Valuable as all of these devices are, none of them furnish cur¬ 
rently information regarding activities in terms of work done. 
Whenever possible, it is desirable, therefore, that each service shall 
provide means by which a methodical record and repoit shall be 
made of work under way and accomplished. The nature of this 
record and system will necessarily vary among the several 
services of a government according to the character of their activi¬ 
ties. In the national government a not inconsiderable number of 
services are engaged upon work of a research character. Follow¬ 
ing is a system through which work of this character may be effec¬ 
tively controlled. 

Upon the decision being reached to enter upon any study or 
piece of research work, a letter of instructions, setting foith in 
such detail as circumstances require the nature of the work to be 
done, the methods to be employed, etc, is prepared on a form 
provided for that purpose. This form also gives the assignment 
number of the task to be used by the persons working upon the 
assignment in keeping and reporting the time devoted by them to 
it and by the bookkeeper in recording the expense entailed by 
each job of work undertaken. One copy of this “work assign¬ 
ment as it is called, goes to the person to whom the assignment 
is made, one to the bookkeeper, and one is retained by the direc¬ 
tor. The regulations then require that, at the end of each calendar 
month, each staff member shall make a separate progress report for 
each assignment that has been given to him. In this report the 
staff member is required to state not only the progress made on 
the assignment and the probable lime required for its completion, 
but any circumstances, in the way of difficulties encountered or 
otherwise, that might lead to a change of plan. The staff member 
retains a copy of thi.s report, which he places back of his work 
assignment to which it relates. The original, which goes to the 
Director, is similarly handled. 
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It is evident that through these work^assignments and progress 
reports the Director has a complete record of all work undertaken 
and is in a position where at least monthly he can pass in review 
current operations for the purpose of assuring himself that in¬ 
quiries are being prosecuted with due diligence, and that the work 
being done is of the character contemplated and of making such 
changes in his work program as the information so obtained wonld 
dictate. Through his accounting system he also secures monthly 
the expenditures entailed by each job under way. 

Before leaving this subject it should furthermore, be noted that 
the operation of a system such as this results in an important col¬ 
lateral benefit. This consists in the moral effect that it has upon 
the working personnel. Nothing stimulates more the energies of 
an employee than the knowledge that his superior is keeping close 
track of his work, and that the extent to which he does good or 
bad work will be noticed. The influence exerted by a work assign¬ 
ment and progress report system is of itself of sufficient importance 
to justify the comparatively slight trouble involved in its operation. 

Administrative Reports. In the preceding sections we have 
had under consideration certain devices primarily intended as ins¬ 
truments through which those in direct charge of administrative 
work may more effectively exercise their function of direction, su¬ 
pervision, and control. Responsibility, however, does not cease at 
this point. It it equally important that provision be made by which 
these latter officers may by turns be held to accountability for the 
manner in which they perform their duties. Of the means by which 
this may be secured, three most important are: the requirement 
that all administrative officers shall keep an accurate account of 
their financial transactions; the audit of these accounts by an inde¬ 
pendent agency; and the requirements that such officers shall perio¬ 
dically make a full report on the work of their services during the 
periods since the rendition of their preceding reports. The first 
two of these means of securing accountability are fully discussed 
elsewhere. There remains, therefore, only the third for considera¬ 
tion here. 

It might seem at first sight difficult to justify the devotion of 
space to a consideration of a device the general function of which 
is so well known as that of the administrative reports. In point of 
fact, it can, it is believed, be shown that not only have the possibi¬ 
lities of this device as a tool of administration been very inade¬ 
quately appreciated, but that hardly an approach has been made 
towards the perfection of its technical character. This can best be 
shown by setting forth the character that such documents should 
have, and by pointing out wherein the present system of reports of 
most, if not all, of our governments fail to meet such requirements. 
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Manifestly, if an administrative report is to perform its function 
of serving as a means through which a superior authority may gain 
a knowledge of the mariner in which duties and responsibilities 
entrusted to a subordinate have been performed, the former should 
determine the character that such document should have; that is. 
he should fix the nature and the manner of presentation of the data 
that it should contain. Furthermore, when reports are required 
from a large number of officers, as is the case in governments, 
and particularly in that of the national government, it is highly 
desirable that the contents and form of presentation of these 
reports should, as far as practicable, be standardized, by the end 
that the operations of different services may be compared one with 
another. 

Nothing like this is attempted in the case of the national govern¬ 
ment. or, so far as the writer has knowledge, by any other j^overn- 
ment. Instead of the authority to whom the report is made deter¬ 
mining the character of inforrnulion that shall be given by it. the 
decision is made by the reporting officer. This means not only that 
each reporting officer gives only such information as from his stand¬ 
point seems desirable, but also that nothing approaching uniformity 
of contents or treatments is to be found in the reports as rendered. 
Some reports are of a mere summary or perfunctory character, 
while others enter into a wholly unnecessary detail. Some give one 
class of information and some another, llie situation, in a word, 
is that the national government and most governments generally 
have wholly failed to recognize the function of the administrative 
report as one of the essential tools of administration. 

This situation can only be corrected by a complete reversal of 
the present system as regards responsibility for determining the 
character and contents of administrative reports. Either the legis¬ 
lative body, or the chief executive, acting through his bureau of 
the budget or bureaus of general administration, should make a 
careful study of exactly the character of information that is required 
by it for control purposes and, by statute or executive order, 
require administrative officers to furnish such data in their annual 
administrative reports. Though this information will, of course, 
vary in details in between the different services, it should have 
the same character as regards the main subjects covered and the 
manner of its presentation. It should, for example, be obligatory 
upon the head of each administrative service to include in his annual 
report a statement of all appropriations or other funds available 
for expenditures during the year and of all expenditures during the 
year so classified and tabulated as to show clearly the nature of 
such expenditures and the purposes for which they were made; a 
statement of the manner in which the service is organized for the 
performance of its work; operating statistics showing the character 
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and amount of work performed during the year; reference to, and 
when feasible, a production of all legislation during the year affect¬ 
ing its organization, procedure, or work, and finally, in concrete 
form, such recommendations as the head may desire to make 
regarding the organization, procedure, or work of the service to 
which the report relates. In addition to making these requirements, 
in general terms, the regulations should, as far as is practicable, 
prescribe the form in which these data should be given, to the end 
lhat comparisons may be made between conditions and operations 
in the different services. 

Were this policy adopted It can be seen how much more valu¬ 
able these reports would become both for general control purposes 
and as supporting documents to the budget. As regards the latter 
point, it may almost be said that no satisfactory budget syslem can 
be had without the perfection of a system of administrative reports 
as here recommended. In a budget it is practicable to give little 
more than a bare listing of the figures showing financial condition, 
operations, and needs. Little or nothing can be done in the way of 
explaining these items, showing the results accomplished as the 
lesull of expenditures in the past or in progress, or of justifying 
the demands that are made for the grant of funds for future opera¬ 
tions. Yet it is precisely this character of information that is 
needed by the legislature if it is to give intelligent consideration 
to the budgetary data laid before it. At the present time Congress 
seeks to gel this information by the holding oi extensive hearings 
at which the heads of the several services appear and give testi¬ 
mony in respect to their work and the reasons actuating their 
requests for further appropriations. It is not contended that the 
necessity for .«uch hearings will be entirely eliminated were admi¬ 
nistrative reports prepared In proper form. L is certain, however, 
that were such reports available, these bearings could be greatly 
shortened, since most of the data elicited by question and answer 
would appear in these reports. The curtailment of these hearings 
would result in a great economy of lime and expense and lend to 
facilitate greatly the handling of the budget both by the committees 
on appropriations and by the two houses in considering the appro¬ 
priation bills reported to them for action. 

Another feature that should receive careful consideration in 
devising a proper syslem of administrative reports is that deter¬ 
mining the relations that should exist between the reports of differ¬ 
ent grades of administrative officers. A complete scheme of ad¬ 
ministrative reports includes: first, reports of subordinate officers 
having charge of distinct subdivisions or branches of work of a 
service, reports of the heads of services; reports of heads of de- 
pa rlmeiits; and the report of the chief executive or head of the 
adininisliation. It is desirable tlial these several grades of repoils 
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should be knit together into a consistent whole. This can be done 
by making each class of repots supporting documents to the one 
of next higher grade. At the lop should come the report of the 
chief executive or administrator in chief. It would give the grand 
summaries and comments and recommendations that are of general 
importance, referring for details to the reports of the head of 
departments which, in theory at least, should accompany the 
chief executive’s report as supporting documents. In like manner 
the reports of the heads of departments should give only the 
facts of more general importance regarding the organization and 
work of the departments, leaving the consideration of details 
to the reports of the service heads which accompany them as sup¬ 
porting documents. It is questionable whether the published re¬ 
ports should go beyond those of the service heads. Any reports 
of more subordinate officers should, however, be kept on file in the 
services concerned so that they can be consulted if occasion 
therefor should arise. I his feature of an administrative reporting 
system is specially mentioned since it is desirable in the interests 
of economy, to prevent the duplication of matter contained in one 
report and in the interests of clearness, that reports intended for 
general infoiination should not be unnecessarily burdened with 
details. 

One point further that has received only incidental mention 
should be slated before leaving this subject or administrative re¬ 
ports. This is that the chief executive should in all cases be required 
to make an annual administrative report. At the present time no 
such report is made by the President of the United States, and the 
reports made by the governors of the stales and to a considerable 
extent by the mayors of our municipalities are either of a perfunc¬ 
tory nature or primarily of a political rather than administrative 
character. This report might well be made the subject of the 
annual address of the chief executive to the legislature upon its 
convening in regular session, leaving to special messages matters 
of general political interest that he may desire to bring to the at¬ 
tention of that body. 

Official Gazelle. The w^hole theory of modern constitutional 
government rests upon the principle that all officers of the govern¬ 
ment, from the lowest to the highest, are in final analysis responsible 
to the electorate by whom they are directly or indirectly put into 
office. If this principle i< to be more than a theory, it is evident 
that means must be provided by which the electorate may be kept 
currently inlcrrned of what the government is doing. From still 
another standpoint, information of this character should be generally 
available. Government operations are now on such a scale and cover 
so wide a field that there are few business interests that are not 
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affected by what the government is doing or proposes to do. This 
is true not merely of legislation affecting the conduct of particu 
lar business but. also of the large amount of work done by the 
administrative services having for its purpose to promote the agri¬ 
cultural, industrial, commercial, and social interests of the com¬ 
munity. One of the most difficult problems that confronts these 
services is that of ensuring that the results of their efforts reach 
the interests that they are intended to serve. As a business under¬ 
taking the government is compelled to make large purchases of 
supplies and materials and to enter into construction and other 
contracts on a large scale. It is both to its interest and to that of 
prospective sellers and contractors that certain means shall be pro¬ 
vided by which the widest possible publicity shall be given to such 
government needs. Finally, from the standpoint of general edu¬ 
cation it is desirable that all phases of a government's work shall 
be known by the citizens on whose behalf it is performed. 

If one studies this phase of the problem of such a government 
as that of the United States, existing conditions must be pronounced 
very unsatisfactory. Broadly speaking, there exists no means by 
which the public may be informed regarding the work of the 
government. In the field of legislation it is true that in the Con¬ 
gressional Record, which is published daily while Congress is in 
session, a full report is made of the proceedings of Congress while 
sitting in open session. This publication, however, does not begin 
to furnish the information that should be available regarding the 
work of Congress. It gives liitle or no data, for example, regard¬ 
ing the work of committees and commissions, the hearings on im¬ 
portant measures, etc. It does not reproduce the bills that have 
been introduced, and only in exceptional cases the bills actually 
taken up for consideration. Nor does it produce the reports of 
committees, or, for that matter copies of acts actually passed. The 
result is that, through this publication, the public can secure little 
information regarding proposed hearings on pending measures, the 
character of bills introduced or considered, or even of laws enacted. 
Only a very limited few even know copies of these documents 
may be secured. Due to this situation of affairs, many interests are 
compelled to employ special agents to follow the proceedings of 
Congress and keep them informed regarding matters affecting the 
interests, while bodies, such as the Chamber of Commerce of the 
Llnited States, are under the necessity of preparing and distributing 
to their membership special bulletins having for their purpose to 
make known what Congress is doing or proposes to do in the field 
in which their interests lie. 

When one turns from the legislative to the administrative branch 
conditions are even worse. Not the first attempt is made to inform 
the public in any comprehensive way of what the several scores of 
F.24 
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administrative services are doing. Each service, to be sure, issues 
its annual report, and many of them, special lists of their duplica¬ 
tions. The Superintendent of Public Documents also issues a 
monthly list of publications of the national government and from 
time to time special lists of publications available on particular 
topics. All of these serve a valuable purpose, but they give but a 
slight idea vegarding governmental activities and, at best, reach but 
a small number of persons. I he President is constantly issuing 
executive orders and proclamations, many of which are ol general 
importance. The several departments and bureaus are also issuing 
supplements to or revisions of administrative orders and regula¬ 
tions having an importance in many cases scarcely less than statutes. 
Absolutely no methodical means are provided for giving general 
publicity to this important body of administrative law. In an in¬ 
adequate way persons resident in Washington are able to follow 
the operations of the national government. As soon as one leaves 
that city, it becomes almost a hopeless task to attempt to do so. 

The trouble with all of the publications of the government pur¬ 
porting to give information regarding the acts or publications of 
the administrative departments and services is that they are special 
in character, each concerning itself with the operations of a single 
service, and that they go to but a small number of elected readers. 
There are thousands of cases, where the work of the government 
would be not only of interest but of direct advantage to persons and 
firms, were the latter but aware that such work had been done. 
The only manner in which this general publicity regarding the 
operations of government can be secured is through the publication 
of an “Official Gjazette,’!which will have this sole purpose in view. 
This publication should appear at least as often as weekly and 
probably should be a daily. It need hardly be said that it should 
be compiled and edited with great care. Especially should the 
effort be made, through the classification of the data and the use 
of appropriate cautions, to present the material so that its content 
may be readily determined. This can be done by providing for 
separate departments for each class of information—one for con¬ 
gressional proceedings, one for executive orders and proclamations, 
one for administrative rules and regulations, one for financial state¬ 
ments, one for advertisements for bids, etc. In some cases docu¬ 
ments, should be reproduced in full. This treatment, for example, 
should be accorded to ihe President’s messages to Congress, laws 
enacted, and executive orders and proclamations. In the case of 
the annual budget the general budget statements .should be given 
in extent* In other cases it will be sufficient to give a more or 
less brief notice of the issue of the regulation or report, with an 
indication where and under what conditions the full document can 
be obtained. Many of the research services of the government* 
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upon the publication by them of reports giving the results of their 
investigations, issue to the press short notices describing jheir 
general character, . Such notice^ might well be reproduced in the 
Gazette and lie required in the case of all reports intended for the 
bsnchl of the people. As regards the general work of the ad nun- 
islrative service&. brief summaries should be given of their annual 
repo^s^ and in addition special notices from lime to time of the 
more important features of their work inaugurate, under way, or 
completed. After all, however, the main purpose of the publication 
should be that of furnishing a general key to the operations and 
publications ol the government so that persons can at least have 
knowledge of what is being done and issued and where to address 
themselves in case they desire more detailed information. 

That such a publication would be of great value to the com¬ 
munity, would seem to be beyond question. Its value as a direct tool 
of administration would be scarcely less, since, through it all parts 
of the governmental organization could keep in touch witli what 
was being done by other parts, a condition ihat would gieatly tend 
to lessen duplication ol work and to enable one service to avail 
itself of the results ol the work ol others. 
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SOME MJNDAMENTAL CONSIDERA'riONs 


Of the four groups into which, for purposes of study, the 
problem of public administration has been divided, that dealing with 
problems of personnel is at once one of the most important, most 
complex, in the sense of presenting a multitude of phases or consi¬ 
derations, and most needing careful analysis and study. No 
amount of care in determining how a government shall be orga¬ 
nized for the performance of its work, the particular practices and 
procedure ihat shall be employed by it, and the manner in which 
the funds necessary for its support shall be raised and expended 
will give even a measurable approach to thorough efficiency in the 
actual administration of public affairs unless a technically compe¬ 
tent personnel can be secured and retained in the service, and a 
system devised whereby this personnel may be effectively directed 
and controlled. 

Special Character of the Prolilem of PersonneL Prob- 
lems of personnel differ from other problems of administration in 
that they have to do with the personal element. It is this that 
gives to them their peculiar character and makes their solution 
difficult. Other problems of administration may be studied wholly, 
or almost wholly, from the .<tandpoinl of the management and 
the employer. Problems of personnel have to be studied from 
other standpoints as well. Especially is this true in a government 
of a popular or democratic type. Broadly speaking, the personnel 
system in such a government—that is, the system under which 
personnel is recruited, the legal status as regards tenure* of em¬ 
ployees, their compensation, opportunities for advancement, work¬ 
ing conditions, etc.—is one in which three parlies have a direct 
interest—the general public, the government viewed as an em¬ 
ployer and the employee. 7he general public is concerned in 
the sense that it is to its direct interest that the system shall be 
one offering an equal opportunity to all citizens to enter the 
government service and to receive advancement in the service in 
accordance with merit displayed in the performance of official 
duties. The spoils system, under which entrance to the public 
service and subsequent advancement depends upon favour, in addi¬ 
tion to its many other bad features, is basically wrong in that it 
does violence in this fundamental consideration. It is a system 

KS9 
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which violates in a flagrant manner the essential principles of 
democracy. 

The government as an employer is interested in securing an 
efficient personnel and in getting the maximum of work from such 
personnel for a minimum expenditure. The employee is interested 
in securing the maximum compensation, proper work conditions, se¬ 
curity of tenure, and opportunities for advancement. These several 
interests may at certain points seem to be in conflict with each 
other. It will be part of our task to show, however, that a pro¬ 
perly organised and administered system can bring them into 
substantial harmony, provided that regard is had to general con¬ 
sequences rather than the seeming exigencies of particular cases. 
This desirable end. however, can be attained only if great care is 
taken to determine and put in effect the fundamental principles 
upon which a proper personnel system should rest. 

In this introductory chapter the attempt will not be made to 
examine any of the problems of personnel in detail. All that will 
be sought will be to make known the nature of the problem and 
the elements into which it may be resolved. Essentially it will 
be a work of analysis. Its purpose is merely to lay the foundation 
for the more detailed consideration of the specific problems of 
personnel given in the succeeding chapters. Only when the nature 
of a problem is known, can that intelligent consideration be given 
to its solution. 

In attempting such an analysis the effort will be made to place 
ourselves in the position of a government, such as that of the 
United States, which is applying itself for the first time to the con¬ 
crete problem of working out an efficient personnel system, or of 
thoroughly revising its existing system with a view to securing such 
a system. 

Types of Personnel Systems. Approaching the problem from 
this standpoint, it is evident that the first point that such a 
government has to determine is the general character of the system 
that it desires to establish, or to stale it in another way, the 
basic principles upon which it shall rest. An examination of the 
peisonnel systems of the leading governments of the world shows 
that they are radically different in character according to the 
principles upon which they are based. 

The Bureaucratic Type. At one end of the scale stands the 
purely bureaucratic type of Prussia as it was before the late 
war. Much misapprehension exists in regard to the true char¬ 
acter of this system due to the two senses in which the term 
“biireaucralic” may be employed. In its larger sense, this tern^ 
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used to describe any personnel system where the employees are 
classified in a system of administration composed of a hierarchy of 
sections, divisions, bureaus, departments, and the like Used in 
this sense there can be nothing to justify the prejudices which exist 
in the United States against what is known as a bureaucracy. Such 
a system is, in fact, the one that must be established in the case of 
any large undertaking it efficiency in operation is to be secured. 

The term bureaucracy, however, can be, and is. used in a much 
more restricted and special sense and descriptive of a body of public 
servants organized in a hierarchical system which stands outside 
the sphere of effective public control. It is in this sense that it is 
employed in designating the late Prussian civil service system. The 
prime characteristic of this system was that it represented a body 
of public servants owing their positions directly to the authority of 
the king. They were in the fullest possible acceptation of the term 
but the servants of the king, the agents through whom he exercised 
his autocratic powers as head of the administration. Due to this 
fact the king was able to organize the civil branch of the govern¬ 
ment upon a basis substantially similar to the military branch of 
the government. It constituted as distinct a career as those of the 
military and naval establishments. Special provisions existed for 
the education and training of those contemplating adopting its 
several branches as careers. After entrance, its members advanced 
in a regular gradation of positions and in conformity with general 
regulations. Their tenure of office was as fixed and secure as in 
the case of the military and naval services, Practically the same 
care was given to the determination of th.e titles employed in desig¬ 
nating officers of different grades and to the social and other ad¬ 
vantages and prerogatives attaching to such offices as in those ser¬ 
vices, The result of these provisions was to bring into existence 
a body of public servants that constituted a distinct class in the 
community in the same way as did the military and naval forces 
This condition, it should be stated, obtained not only in respect to 
the national government, but also to a scarcely less degree in the 
case of the municipal and other local governments of the kingdom. 
Even the office of burgomaster or chief exedhtive of cities was a 
profession, and persons holding this office passed freely from one 
city to another. 

There can be no question of the advantages which such a system 
offers purely from the standpoint of efficiency. Under it conduct 
need be dictated only by considerations of administrative efficiency. 
There is every incentive to secure efficient employees and to enforce 
efficiency in the performance of duties. The writer of the present 
work has had practical experience with such a system while serving 
as Treasurer and later as Secretary of Stale of Porto Rico. From 
the standpoint of that island the insular government may be deemed 

F. 26 
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to have been an autocratic one. The Governor and the heads of 
all the executive departments owed their appointments to the Presi¬ 
dent of the United Stales and held office at his pleasure. The result 
was that they were in a position where they could administer the 
affairs of their ofBces free from all political and personal pressure 
on the pari of the inhabitants of the island. Due to this, and not 
to any special capacity on the part of such officers, the adminis¬ 
tration of civil affairs in that island was the most efficient of any 
with which the writer has ever come in contact. 

We have menlioned this point with special care, since there 
exists such a Nviuespread misconception in respect to the secret of 
undoubted eihciency of the Prussian civil service administration. 
Commonly it is ascribed to the peculiar efficiency and capacity for 
organi/alion of the German. In point of fact, it is doubtful whether 
the individual German has an ability or a capacity for oi canizalion 
equal or superior to that of the American. The ical explanation 
of the efficiency ol the German system is to be found in the char¬ 
acteristic which we have menlioned; namely, the autocratic basis 
upon which it rests in respect to the status and povrers ol the per¬ 
sonnel and its independence of outside pressure and control. 

Notwithstanding the advantages of this system, examination will 
show that there are inherent in it certain disadvantages oi dangers 
which go far toward justifying the deep-seated distrust that Ameri¬ 
cans have of it. ihe lact that, under it, government employees 
were servants of the crown rather than of the people (ended to 
make them not only irresponsible to public demands, but to assume 
a superior ove:bearing altitude towards the public. That this feature 
was very much in evidence in the Prussian system, any one who 
has had contact with it can testify. All of the evils of militarism 
as they concern the relations between the military establishment 
and the general population, are latent in, if not positively expressed 
in, the case of a bureaucracy such as we have been de.scribing. 
What is of far greatei importance, however, is the power which 
this system gives to a ruler to control both the general social and 
political life ol the people. In Prussia this power was exercised 
by the king in a most ruthless manner to control elections and to 
secure the attainment of his political aims. In a very direct way 
the system was used as an instrument to restrict the liberties of the 
people. 

With a true understanding of the nature of a bureauciacy it 
must be apparent that the dangers which the American people ap¬ 
prehend as residing in this type of organization are, under Ameri¬ 
can conditions, wholly non-exislent. A bureaucracy of the Prussian 
type can only exist in a government resting upon the principle of 
autocracy. In ArncMica all political powers are deiivtd fiorn the 
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people and final authority all political agents is in their hands. 
The. objections to a bureaucracy which wc have named, in word, 
are due not to the existence of a permanent civil service highly 
organized in a hierarchical system but lo the localian of the sup¬ 
reme power over this system. There is thus no reason why the 
American people, if they are so minded, may not secure a civil 
service possessing most, if not all, of the advantages of the Prus¬ 
sian bureaucracy with none of its dangers and disadvantages. We 
may go further than this and say that until we are prepared to 
bring into existence a bureaucracy in the sense of a well-oi ganized 
hierarchy of permanent position, it will be impossible lo secure 
a thoroughly eflScieht personnel system. 

The Arisloeratic Type. In England we have another type, 
which may be characterized as the aristocratic in contras* widi the 
autocjatic type of Prussia. A distinguished feature of thi' system 
in the past ha.s been the sharp distinction which was drawn between 
different grades of personnel and the difficulty which existed in 
passing from one grade to another. There was, first, the class of 
permanent undei-secielaries and assistant secretaries. No attempt 
was made to apply the competitive principle in recruiiing this cla.ss. 
Its members held office by appointment, based upon the personal 
judgment of the appointing officers us to their capacilie- , and selec¬ 
tions could be made from persons already in the government service 
or who had never held public office. The theory was that the quali¬ 
fications desired of this class are of so special a chaiuclcr, involving 
to so large an extent the matter of personal equation, and the 
relation between them and their appointing officers was of so per¬ 
sonal a nature, that the latter should have broad dircretloiiary 
powers in making their slections. Next, there was the class of 
supeiior administrative officer to whom was given the designation 
of first-class clerks. This class included all those who. subject 
lo the authority of their superior officers, the heads of the depart¬ 
ments, the under-secrclaries, and the assistant secretaries, occupied 
the more important positions and constituted the great bulk of what 
may be called the directing personnel. This class was almost wholly 
recruited by means of special competitive examination, the condi¬ 
tions and character of which were so fixed that practically only 
graduates of the universities ol Oxford and Cambridge could hope 
to compete with success. Only in exceptional cases were these 
positions filled by promotion of employees in the lower ranks. 
Finally, there were sundry classes of subordinate personnel, the 
ranks of which were recruited by special competitive examinations 
and in less degree by promotiom of persons within the services. 

This system was based upon substantiallv the same principles 
and eonsideratioRs that obtain in the miliiary and naval service. 
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Substantially the same clear distinction was made between the 
directing personnel, or officer class, and the general line of emplo¬ 
yees that was made in the latter services between commissioned offi* 
cers and enlisted men. And the same difficulty existed in passing 
from one class to another that obtains in those services. The theory 
was, though it was not always openly avowed, that the directing 
personnel should not only have qualifications which can only be 
secured by special training such as is given in higher universities, 
but that they should also be drawn from the upper classes of the 
population. This system, which is often described as one of water¬ 
tight compartments was. it will be observed, one congenial to the 
aristocratic character of the social system of England. Primarily 
its adoption was due to this fact rather than to the deliberate opi¬ 
nion on the pait of those entrusted with the conduct of publice 
affairs of its intrinsic merit. The arguments that were brought 
forward in favour of it represent, thus, but the effort to justify a 
decision that has been made upon other grounds.^ 

Though this .system still obtains to a considerable extent, impor¬ 
tant changes in it have been made by recent legislation, which was 
intended to break the partial monopoly of Oxford and Cambridge 
in the supply of men for the superior positions. The World War 
contributed not a little in making this legislation possible. 

The Democratic Type. The system of the United States presents 
still a third type of civil service organization. In characterizing 
the American civil service as a distinct type, reference is not made 
to one of its most characteristic features, the extent to which public 
officers are treated as political spoils, but rather to the character 
that has been given to the system where the effort has been made 
to take it outside of the domain of politics and put it upon a merit 
basis. A distinguishing feature of both the German and English 
system is that they are based upon the principle of recruiting their 
personnel from among young people just leaving school, who have 
deliberately selected the government service as their life occupation. 
Thus, in the English system candidates for first-class clerkships 
must be between the ages of 22 and 24 years, those for second- 
devision clerkships from 17 to 20 years, and those for the position 
of boy clerks from 15 to 17 years. It results from this that the 
whole system of entrance examinations framed on the basis of 
determining merely the general qualifications of candidates. The 
theory is that they will receive their technical training for the per¬ 
formance of particular tasks after they are in the service. All thess 

iFor an interesting criticism of the extent to which in Engluiid con¬ 
trol or entrance into all the higher political positions is in the hands 
of a relatively small numiier of families of the upper class, see, Hilaire 
Belloc and Cecil Chesterton The Party System, London, 1913, 
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features, it will be observed, arc consonant with the principle of 
making the public service a permanent career for its personnel. 

In the United States the whole principle upon it which the per¬ 
sonnel system is based is radically different. The theory seems to 
be that the government service is not one to be deliberately adopt¬ 
ed by young persons as their life vocation. The age requirements 
are such that persons well along in life may enter, and. in fact, to 
a large extent, persons entering the government service have pre¬ 
viously been employed in other capacities. Entrance examinations, 
instead of being of a general character, are highly specialized. The 
effort is made to secure persons already possessing the particular 
technical training fitting them to perform the work called for by 
the particular positions to be filled. In this system the feature of 
water-tight compartments does not obtain. There is nothing to 
prevent employees starting at the bottom of the scale and progress¬ 
ing to the top of the service. Nor are the examinations for 
entrance of a character that their requirements can only be met by 
students or graduates of particular institutions. The system may, 
thus, bse designated as a democratic one in contrast with the 
autocratic and oligarchic systems of Prussia and Great Britain.^ 

Relative Merits of the Three Types. As regards the relative 
merits of these three systems it has already been pointed out that 
from a purely technical efficiency standpoint, the autocratic system 
has much to commend it, but that it presents features from a 
general political standpoint which are so objectionable as to more 
than counterbalance its advantages. As between the British aristo¬ 
cratic and the American democratic systems it is believed that 
the latter, if account be taken of both general, political, and 
technical efficiency considerations, is the one to be preferred. 
It may be true that there is a certain advantage in the assurance 
under the British system that all positions of superior importance 
will be held by men of a broad liberal education, who have adopt¬ 
ed the public service as a permanent career. Apart from the fact 
that this system raserves all such positions to a special class, it 
has, however, the radical defect that by closing door to ad¬ 
vancement to employees in the lower ranks, it removes or lessons 
one of the greatest incentives to efficient work. The federal 
service abounds in examples of men entering the service at the 
bottom and rising to the higher administrative posts. That this 
condition is one that exerts a powerful influence improving the 
civil service, no one familiar with conditions at Washington can for 
a moment doubt. After all, this question is largely an academic 

2The foregoing description of types of personnel systems has been 
largely taken from the author’s work. An Introduction to the Study of 
the Government of Modern States. The Century Comi>any, New York, 
XP19. 
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one, since the United States will never accept a personnel system 
that doC' not rest upon a linn democratic loundation. 

Tenure of Office. One of the most irnporlant features of any 
personnel system is that of the tenure hy which officers and 
employees shall hold office. As regards this feature, three forms 
of tenure may be distinguished: (1) At the will of the appointing 
officer, (:i) term of years, and (•}) during good behaviour or for 
life. The quest! n as to v\hich of these ten ires shall be employed, 
vai'ies with the different classes of personnel going to make up the 
government service. 

Where offices are of a political character, such as those of 
members of Congress or other legislative bodies, the chief executive 
and the heads of the administrative departments constituting the 
latter’s political ral>incl and where they are consequently filled 
by the process ol popular election, the term of years tenure is 
properly and almost universcly employed. The only questions 
presented as regards this class of officers are in respect of the 
length of term and eligibility for re-election. I he general principle 
that would seem to apply in respect ol these pohits is that the term 
of office .should be of sufficient length to enable an officer to demon- 
srate his abilities and to put into execution his election pledges 
and yet not so long as to prevent the voters from passing judgment 
upon his work at reasonable intervals of time. If provision !> made 
for the device known as the ‘‘recall,” it is leadble to make the 
term of office longer than would otherwise be desirable. 

Judges of courts oiler another .•special class of employet=:s. In the 
case of the political officers just examined, ;he prime laclor in 
determining tenure has been the neces.dty of making provision by 
which they may be controlled by electorate to whose votes they 
are indebted for their offices. In the case of judges the contrary 
consideration may be said to obtain. Here it is desirable that the 
officers shall be as free as possible from all outside control, o’’ 
even influence to the end that their acts may be dictated solely 
by the intrinsic merits cf the matters coming before them for 
adjudication. This independence can be secured by making 
the tenure one during good behaviour oi for life. 

Though our study does not primarily concern itself with the 
political and judicial branches of the government, mention has 
been made of the question of tenure as it concerns those two 
classes of personnel in order that our consideration of the subject 
might be complete and because they serve to illustrate the nature 
of the tenure problem. Turning now to administrative pcr.sonnel 
proper, it is desirable at once to state that of the three forms of 
tenure that have been enumerated, practically every consideration 
warrants the statement that tenure during good behaviour or for 
life is the one that should, in all but relatively few special cases 
be the one employed. 
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The most noteworthy fact in regard to tenure of office at ihe 
will of the appointing officer is that this is the tenure which is 
almost universally found in private undertakings. The question is 
thus presented why the same should not be true in respect of 
government services. In ihc first place account is to be taken of the 
fact that the conditions under which private undertakings aie 
carried on differ radically from those obtaining in the case of govern¬ 
ment undertakings in that* in the former, the owners, or mana¬ 
gers do not hold office as the representatives of any outside interest; 
they are thus subject only in relatively slight degiee to outside 
pressure in respect to the selection or retention of thei!* employees; 
tlieir whole interest is in having the work under their direction 
prosecuted with the utmost economy and efficiency; and effective 
means exist in the financial results realized for niea.suiing tjic 
extent to which such economy and efficiency are in fact secured, 
Managers of private enterprises are iherefoi e under the strongest 
sort of incentive to retain employees in their service so long as 
they perferm their duties faithfully and efficiently. There does 
not exist in their case, therefore, the necessity for the erection of 
special safeguards against the arbitrary exercise of the power of 
dismissal on the part of appointing officers. 

In the case of government services, managing heads are not 
directly interested in the financial results secured ; they are subject 
to an outside pressure to make positions through the dismissal of 
employees that it is often difficult for them io resist, and inadequate 
means exist both for controlling them in the exercise of their 
powers and in measuring the efficiency with which the affairs un¬ 
der their diieclion arc conducted. In tlieir case, therefore, it is 
essential that the possible misuse of ihcir powers in respect to the 
dismissal of employees sliall be subjected to control by ihe adop¬ 
tion of some one of the other tenures of office. 

In the second place it must be recognized that, notwithstanding 
the facts are as above stated, many cases of unjust treatment of 
employees occur in private enterprises. Regrettable as they may 
be, the state is not under the same obligation to prevent them as 
exists in the case of their own services. In the case of private 
enterprises the wn ngs committed are private wrongs; in the case 
of the stale they are both private and public. Thirdly, it must be 
recognized that the larger the private undertaking and the more 
efficient its management, the greater is the tendency to establish a 
personnel system under which employees enjoy a permanency of 
tenure so long as they render faithful and efficient service. The 
Pennsylvania Railroad may be cited as a leading example where 
such conditions obtain. 

It is not necessary to push the consideration of this matter 
faithcr, since experience has everywhere demonstrated that the 
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system of tenure at the arbitrary will of the appointing officer has 
given bad results in practice and has led to abuses which have 
both degraded our political life and demoralized our administra¬ 
tive services. 

Turning now to a consideration of the system of appointment 
for definite terms, it will be found that arguments that can 

be brought against such a system are even stronger than those 
against tenure at the arbitrary will of the appointing officer. In 
fact, it is difficult to discover one valid argument that can be 
adduced in its favour. Manifestly, such a system precludes any 
approach to the establishment of conditions where the government 
service will constitute a career for its officers and employees. It 
not only establishes a regime which works a hardship on govern¬ 
ment officials but it also detracts greatly from the stimulus that they 
should be under to do their best work. From the standpoint of 
the government it means that the best work will not be gotten 
from existing officials and that the services in which it prevails 
will suffer from a constant shifting of personnel. About the lime 
officers and employees have thoroughly learned the duties of their 
positions and have acquired proficiency in their performance, they 
will drop out and their places will be taken by new and untrained 
employees. 

The foregoing facts are so evident that special effort should 
be made to explain why so many of our governments and especially 
the national government have in the past adopted this tenure for 
almost all of their officers and employees and still employ it to a 
considerable extent. The explanation is to be found in the follow¬ 
ing facts; first, and most important of ail, there has existed a wide¬ 
spread feeling that government work is not of a character requiring 
special skill or experience. Consciously or unconsciously, the 
position has been taken that it is of a character that any one of 
ordinary education and experience can perform with reasonable 
efficiency. Combined with this has been the feeling that govern¬ 
ment services tend to develop a dry rot and that it is desirable that, 
from lime to time, new blood should be injected into them; and a 
general distrust of anything like a permanent bureaucracy. Finally, 
of course, there has been the unfortunate belief on the pari of 
many that government positions are in the nature of spoils to be 
enjoyed by the party victorious at the polls, or are in the nature of 
benefits or prizes which instead of being enjoyed by a few perma¬ 
nently should be given the widest practicable distribution. 

The result of this attitude toward the government service led, 
in the case of the national government, to the establishment by law 
of the system under which the tenure of office for many classes 
of positions is fixed at four years. This particular term was 
selected as corresponding with the term of office of the President, 
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to tlie end that a change in officials and employees might be made 
with each change of administration. The history of the adoption 
of this practice and its evils are set forth in the Report of Presi¬ 
dent Taft's Commission on Economy and Efficiency on “Methods 
of Appointment” as follows; *' 

Finally, it is to be noted that a fixed term of roiir or 
five years is o:iven by eertain nets or (>onp’ross to many of: 
the loeal ot‘fiee7*s oi* tbo government wlio are nppointed by 
Ihe l\residen1 by and with the advieo and eonsent of the 
Senate. Sueli laws militate greatly against the highest degree 
ol.‘ administi*ative effieicney, toi* they neeessarily bring up at 
the exx.)irat,ion ot a terra ot office tlie question o£ rea.p])oint- 
inent, and when combined, as they usually are, with 
confirmation by the Senate they necessarily make it more 
difficult than it otherwise woVild be to I’clain efficient men 
in tlie service, since they interject ])olitics into (lucslions 
of aiipoinimeni, and in no way add to iJic disciidiiiary 
powoi* (»i‘ removal which is in any case (*am]>!eto. 

Tlie Civil Service Commission says in its j*oport lor L91(); 

Appointment of all the highe]* officers in the national 
civil s(irvice outside of AVashington, such as postmasters of 
the first, secoud, aud third classes, collectors of revenue, 
a])praisers, and marshals are subject to confirmation by 
the Senate; their appointments are ton greater or less 
extent dctei'inined by i>ol tical scj*viccs. They often con- 
tj'ol ])ar1y nominations and the choice of delegates to 
nominating conventions or they themselves so serve. As 
has been well said, tliei-c is to-day no such i>rofcssion as 
that of trained postmastei’, collector, surveyor, or ap- 
p raiser. 

During the first; forty years after the organization of 
oui- government administrative i)racfico with regard to the 
civil service seemed to conform to the intention of the 
founders. The Constitution fixed the term of no officer 
in the executive branch of the government excc]:)t those of 
the President and the Vice President-It was the estab¬ 

lished usage during these first forty years to permit execu¬ 
tive officers, except membejvs of the Cabinet, to hold 
offiec during good behaviour, and thi-? ])ractiee was changed 

by the four-year tenure act of 1820-Shortly after the 

four-year lermro act had been passed. Jefferson said of it: 

Economy and Effleiency in the Government Service, Message of the 
President of the United States Tranamitting Ueporta of the Commis 
Sion on Economy and Efficiency, i»3 Cong., IT. doc. 670, 1912, ^^5. 

F, 26 
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“The late mischievous law, vacating every Lour years 
nearly all the executive offices ol* the government, says the 
Constitution aiul saliilaiy lunctions oi! tlic President 
introduces a principle of iiiti*igue and corruption which ^yill 
soon leaven the mass not only of Senators, but ol* citi¬ 
zens.^ ■ 

The civil service act was intended to cure in part the 
evils traceal)le to the spoils system which grew out or the 
four-yeai* Icnuro of office act. Our administralive system 
now j)i*eseiits the anomaly’ of tilling certain inferior posi¬ 
tions l)y lest ol* merit and changing evciy four y^eais the 
higher xH)sitions, certain (if which the President urg(is that 
he be given i)ow(n* to <*lassif.y, such iis those of collectors 
of customs, (‘olleetois of internal revenue, and postmasters, 
in which ])roven capacity’ and most thorough training arc 
re(jHired in the interest of good administration. 

These four-year term laws were passed about 1S20. 
Since the passage of these statutes it has, however, seidoin 
been the case that Congress has provided a fixed tci’m of 
any iciigth For officers in the field services or, indeed, for 
any of tiic officers of the government. It is to l)e i-egret- 
te(3 that ait hough Congress would seem to have become 
convinced of tlie undesii-ability’ of four-year t(*rms, as is 
evidenced by its geneial abandonment of the four-year 
term for the offices most recently established, it pei-mits iho 
four-.year term to remain fur those offices for which it was 
f)rovi cd b.v the legislation of the first (juarter of the last 
century. 

So long as the four-year term and appointment by the 
President by and with the advice and consent of tlic Senate 
arc i'Ctained in combination for these tdasses of officers it 
is aimosl useless to hope that the most important positions 
in these local services of the government will cvcj* become 
permanent in character or that they" will be filled by really 
(lualified persons. Under present legal (londitions they will 
always remain political in charaeter, their incumbents will 
1)0 frequently changed, and great loss hotli in economy’ 
and efricieiu'y in adminis1i*atiori will result to the govern- 
raent. It is because of the general refusal of Cfingress to 
fix the term of the heads of bureaus at Washington that a 
long stej) has been taken in building up a permanent force 
in charge of the routine work of the departmeiiTs. 

The repeal ol* these four-y^ear term of office acts, 
in so fa/ as it would make possible greater permanency’ 
in tenure and grealcr length of term of aclnai incumbency 
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of orfiec would, in all probability, improve the quality of 
the service by koopiii*** in offioo persons rxUtei* quali/icd as 
«‘i i-osult of pi-aetical experience to discliarja^e Ihei]* duties 
lliaii is at present tlie case. 

It will be seen from this quotation that the four-year term 
system applies chiefly to the directing personnel and the chief 
officers of field stations. As regards all subordinate positions at 
Washington and to a considerable extent in the field, the principle 
of permanency of tenure, that is, during good behaviour, has been 
established by what are known as the civil service reform acts. 
This is good as far as it goes. It is not, however, until the same 
principle is established for the superior positions that anything 
approaching an efficient personnel system may be secured. 

Before leaving this subject of tenure, it is important to note 
that there is a distinction between tenure during good behaviour, 
or as it is sometimes designated, tenure without term, and tenure 
for life. The latter tenure carries with it the principle that an 
officer holding under it cannot be removed except for cause and 
this cause, by which is meant misconduct or some other equally 
valid reason must be affirmatively shown by some formal procedure 
such as impeachment. Tenure without term or during good be¬ 
haviour means that those holding under it may be removed at any 
time by the appointing power whenever in his opinion the good of 
the service requires such action. It differs from the tenure at 
the arbitrary will of the appointing officer only in that the latter is 
under the obligation of justifying his action in each specific case 
and that certain safeguards are erected against his abusing this 
power. These safeguards may take various forms, ranging from 
the mere requirements that an employee shall not be removed until 
he is informed of the reason therefor and given an opportunity 
to defend himself to that where the employee may appeal to some 
superior officer or outside agency such as the Civil Service Com¬ 
mission whose decision shall be final. This, however, raises the 
whole question of the power of appointing officers to remove, 
which applies to all tenures except those for life, which is of such 
importance that it is desirable to give it special consideration in 
another place. It is only mentioned here as having a very direct 
bearing upon the question of tenure. 

The Merit System. So self-evident is the desirability that the 
personnel system of a government should rest squarely upon a 
merit basis, as regards both the selection of entrants for the service 
and their subsequent advancement, that it would not be necessary 
to mention this factor under the head of general considerations but 
for the fact that it has been, and still is, so largely disregarded in 
ihe United States. It is a matter of common knowledge that a prime 
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characteristic of the personnel system of American governments 
is the extent to which they have been, and now are, doraiaalecl by 
what is known as the “spoils system.” This system rests upon 
the principle that public office constitutes a spoils to be enjoyed 
by the political party victorious at the polls and finds expression in 
the phrase, “To the victors belong the spoils,” 

It is difficult to exaggerate the harm that the application of this 
principle, if it can be called such, has done and is doing in the way 
of demoralizing American political conditions. The evils inherent 
in it are so manifest, and have been so repeatedly pointed out, 
that there is no need of dilating upon them here. It will be suffi¬ 
cient merely to mention certain of its outstanding features that 
should lead to its condemnation. 

First, and in some re.-pects most important of all, it carries with 
it a profound degradation of the general political life of the nation. 
It tends to place the contest of political parlies upon a materialistic 
plane of struggle for .‘^elfish advantage rather than one for the 
achievement of ends looking to the public wellare. It not only 
induces men to engage in political activities from motives of selfish 
interest rather than public service, but ensures that such self- 
seekers will lar<?ely control the party organizations and policies. 
In no small degree it is responsible lor that outstanding political 
evil, the party boss and the political machine. As in the case of 
adverse selection in the biologic field, it tends automatically to 
eliminate from active political life the best elements of the popula¬ 
tion and to bring the less fit to the lop. 

In the field of actual administration of public affairs its effects 
are no less disastrous. The system necessarily carries with it the 
negation of almost all the principles that must obtain if a really 
efficient personnel .system is to be secured. Under it there can be 
no such thing as permanency of tenure, since each change in poli¬ 
tical power, and to a considerable extent, each change in adminis¬ 
tration in the same party means the dismissal of existing incumbenis 
of office and their replacing with others as rewards for parly ser¬ 
vices rendered. Though some consideration may be given to the 
matter of the qualifications of appointees for the offices to which 
appointed, there is no pretence of seeking to select those most com¬ 
petent. Even if reasonably competent persons are secured there is, 
under the spoils .system, no inducement for them to render the best 
services of which they are capable, since they are only too well 
aware that their retention in office and their advancement aie de¬ 
pendent on the political influence that they can exert or the further 
political services that they can render rather than on the manner 
on which they discharge the duties of their offices. Anything like a 
development of a true esprit de crops and the feeling of respon* 
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Sibility and desire to excel that mnst be present if real efficiency in 
action is to be secured is thus impossible. Finally, the system 
carries with it the constant templalion for government employees 
to make an illegitimate use oi the powers of their offices to promote 
the welfare ol ihtir political parties or that of political chieftains 
to whom they are indebted for their offices. 

In contia J with this, the merit system avoids all these evils 
and in a positive way lays the basis for the adoption of all those 
other principles of personnel administration that must be followed 
if a really efficient system is to be secured. It means a purification 
of political life, the doing of justice between citizens in respect 
to their advancement, the endorsement of the principles of per¬ 
manency ol tenure, and that of making the government services 
offer permanent careers to their employees, and it removes the 
temptation from govcmmenl employee? to misuse the powers of 
their offices for partisan and personal ends. Without the adop¬ 
tion of this principle it Is, in a word, almost impossible to do 
those other things which mast be done to put this great branch 
of public administration upon a proper basis. 

Movement for the E^talilisliment of the Merit System in 
the United Slates. The hirlory of the movement for the estab¬ 
lishment of the merit system in the United Stales has been repeat¬ 
edly wriuen and need only be summarized here. For the first 
thirty years of our national existence there may scarcely be said to 
have been a personnel problem from the modern standpoint. The 
number of government employees was comparatively few and they 
were selected without reference to any formal method and, in the 
main, in a satisfactory manner. With the rise of the party system, 
however, there developed a feeling that it was only proper that the 
government should be manned by adherents of the parly in power, 
which feeling was reinforced by the direct party advantage to be 
secured by using public office as a means of rewarding party 
workers. A foundation for action in this way w^as laid by the 
passage in 1820 of the ‘‘Tenure of Office Act/’ which provided 
that district attorneys, collectors of customs, and certain other 
officers should be appointed for a term of four years and be remov¬ 
able from office at pleasure. It was not until Pre.sident Jackson 
came into office in 1829, however, that full use of the opportunities 
thus afforded was made. During this administration postmasters 
were added to the list of federal employees holding office for a 
four-year term, and more employees were removed from office in 
order to make places for new appointees than had been removed 
dyring the preceding forty years. Senator Marcey’s classic phrase^^ 
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“To the victors belong the spoils/’ become the guiding principle, 
and what is known as the “spoils system” beraine firiniy estab¬ 
lished. Though the evils of this system were repeatedly pointed 
out, this system continued to dominate the political life of the nation 
for many years, and, it need hardly be said, slill continues as one 
of the factors profoundly influencing the public service. 

Following the Civil War and the great increase that then took 
place in the scope of governmental activities, a movement arose to 
aboish this system and to substitute in its place one where em¬ 
ployees should be selected without reference to their political affi¬ 
liation, should not be subject to dismissal for political reasons, and 
should be restrained from engaging actively in politics while 
holding office. This movement was strengthened by action taken 
by England to meet this same problem. In 1854. a committee, 
of which Macaulay was a member, presented its famous report 
recommending that places in the Indian Service should be filled as 
the result of competitive examinations. This report was approved, 
and for the first time there was established a merit system on a 
large scale. This system was rapidly extended to the home service, 
and the old spoils system was finally and definitely abolished by 
an Order in Council issued on July 4, 1870. For the administration 
of this system, provision was made for a Civil Service Commission, 

In the United States, leadership of the movement for the estab¬ 
lishment of the merit system was assumed by Thomas Allen 
Jenckes, a representative in Congress from Rhode Island. In 1808 
he submitted, as chairman of a joint select committee on retrench¬ 
ment, an exceedingly able report on the subject. Following this 
a law was passed in 1871 authorizing the President to make regula¬ 
tions to govern admissions to the public service. President Grant ap¬ 
pointed a commission of seven members, of which George William 
Curtis was made chairman, to put this law into effect. The law, 
however, was inadeqate, and Congress was not yet prepared to 
support the system. It refused to appropriate money for its support, 
and the commission went out of existence. President Hayes, who 
came into office in 1877, was, however a strong support of the 
reform and revived the commission with Dorman B. Eaton as its 
chairman. In 1881 the National Civil Service Reform League was 
established, with George William Curtis as its first president, 
a body which has ever since been one of the strongest influences in 
securing action looking to the establishment of the merit sytcin. 
Largely through its efforts. Congress was induced on January 1(1, 
188^^ to pass the Pendleton Act. which established the present 
Civil Service Commission and definitely inaugurated the system of 
competitive examinations for the recuitment of public employees. 

The establishment of the merit system in the United States may 
be said to date from the passage of this act. In the same year 
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New York passed an act also providing for ihe merit system and 
entrusting* its execution to a Civil Service Commission. Massa¬ 
chusetts followed suit in 1884. To dale, eight other states have 
taken similar action. In addition a large number of cities have 
likewise adopted the merit system. Mr. Marsh. Secretary of the 
National Civil Service Reform League, stated that in 1022 seventy- 
two of the hundred largest cities, as returned by the Census of 
1920, had adopted this system in whole or in part. * 

Although the movement for the establishment of the merit 
system has been definitely inaugurated and is making steady prog¬ 
ress, it has to go a long way before its objects arc completely 
accomplished. In many states and other political subdivisions, the 
spoils system is still in full force. Even in these states and cities 
where action has been taken, the system is by no means complete 
or satisfactory. Particularly is this true in the case of the national 
government, where many important positions, both at Washington 
and in the field, are still filled by political appointees. The com¬ 
plete establishment of the merit system, thus, still constitutes one 
of the fundamental reforms to be accomplished before the person¬ 
nel system of our governments can be put upon a proper basis. 

^Edward Clark Marsli, Tlie Civil Horviet*, Puldicaticui of Ike National 
Civil Service Reform Leafiiic, 



CHAPTER XV 


THE GOVERNMENT SERVICE AS A CAREER 

Another basic feature of any personnel :*y teni, which has been 
incidentally touched upon in the foregoing, is the extent !o which 
a dr-liberate effort is being made to p-eseiil the government service 
as a permanent ciresr. It is hirdly nece sary to point out that 
real efficiency on the part of a personnel cannot be secured unless 
those composing it are under a continuing incentive to put forth 
their br-t efforts in the performance of the work assigned to them. 
Far and away the most effective mean- of ensuring that such incen¬ 
tive is present, is that of so organizing the .system that large oppor¬ 
tunities are open for advancement in accordance with merit:. Self- 
evident as is this proposition, it is one which is me! to but a slight 
extent in any of our governmental bodies. If there is any one feature 
of the personnel systems of our governments which stands out more 
prominently than others, it is the extent to which they are deemed 
to represent services in which all ambilicn is stifled. Of them the 
expression is commonly used that he who enters there must leave 
hope behind. The feeling is almost universal that a person entering 
the government service becomes but a cog in a machine, and llrat 
only by bare chance can he hope for that steady advancement in 
accordance with demonstrated merit that may be expected in 
private industry. 

Manifestly, we have here a condition of affairs requiring care¬ 
ful examination before any attempt is made to consider the more 
detailed or technical problems of personnel administration. Why is 
it, viewing the importance of the point involved, that this matter 
should have been not only so largely ignored in the past, but is 
to-day receiving so little attention? 

The basic explanation of this defect is to be found in the failure 
of our governments to establish personnel .system resting squarely 
upon the principle of justice. By this is meant a system that offers 
equal opportunities to all citizens to enter the government service, 
equal pay to all employees doing work requiring the same degree 
of intelligence and capacity, equal opportunities for advancement, 
equally favourable work conditions, and equal participation in re¬ 
tirement. allowances, and makes equal work demands upon the em¬ 
ployees. It is impossible to secure that loyally, esprit ile (orpR^ 
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and willing labour on the part of employees tliat is essential to effi¬ 
ciency where these conditions do not obtain. Were there no other 
reason than that ol doing simple justice, it is imperative that each 
government should apply itself to the task of establishing that sys¬ 
tem of recruitment of personnel, of classification of personnel after 
entrance into the service, of standardizing compensation schedules 
in accordance with such classification, of providing the means by 
which personal efficiency and fidelity may be determined, of making 
proiiiotions in accordance with the efficiency records so secured, 
and generally of doing all those things which will ensure the fair 
treatment of employees in accordance with their capacities and 
faithful performance of duly. 

It is unnecessary to point out how far short most of our 
governments fall in meeting these considerations. The spoils system 
still controls entrance into many services and positions in all or 
nearly all of our governments. Advancement in luo many cases is 
a matter ol favour or chance. 

This condition of affairs is not clue wholly to an unwillingness 
on the part of those cnliusled with the conduct of public affairs 
to do what is fair and just. In large part it is due to the fact that 
governments have not deliberately applied themselves to the task 
of working out the technical difficulties involved in the establish¬ 
ment and operation of a personnel system in which these considera¬ 
tions shall find full expression. Their failure to do so is in turn due 
to the fact that the elements of this problem have never received 
that careful, scientific study which alone will lay the basis for 
intelligent action on the part of those actually responsible for the 
establishment and operation of such a system. 

In pointing out that the failure on the part of cur governments 
to establish personnel systems resting upon the principle of doing 
full justice to all citizens and employees is primarily responsible 
for our public service not offering opportunities for a career to 
their employees, we have, however, not got very far. It still re¬ 
mains for us to explain why this vital consideration has been, and 
is being, so flagrantly disregarded, and what steps must be taken 
effectively to meet it. 

Increasing Technical Character of Government Work. 

In respect to the first point, note should be taken of the undoubted 
existence af a widespread feeling in America that the government 
service is from its nature not of a character that offers the oppor¬ 
tunity for a career to its personnel. The opinion is common that 
the work of the government is in large part of a character not 
calling for highly specialized or technical qualifications; that all 
that is required of administrative employees is ordinary clerical 
abilities. This is an inheritance of the past. In former limes the 

F. 27 
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activities of government in the United States had to do primarily 
with the so-called essential functions of government. Only in 
comparatively slight degree had governments entered the field of 
positive constructive work for the promotion of the public welfare 
through the construction of public works, the maintenance of ser¬ 
vices for the promoiion and regulation of commerce and industry, 
and the fixing of labour and social standards. In those times 
government services wc rc deemed to embrace but two classes of 
employees: a directing personnel composed of persons holding 
office as the result of political elections or personal appointment 
by officials so elected, and a general body of clerks and labourers. 
Under these conditions it must be admitted that both the necessity 
of, and basis for, a personnel system resting upon the principle of 
offering a permanent career to its memLers were, if not lacking, 
at least not so much in evidence. 

Under present conditions all this is changed. Now our govern¬ 
ments, and particularly our national goveinment. have taken upon 
themselves the performance of activities calling for employees of 
the highest competence and a range of technical qualifications in 
almost every field of human endeavour. Whatever may have been 
true of the past, there can be no question that now the need is 
imperative that the personnel systems of our governments shall be 
such as to secure and retain the highest possible class of technical 
employees; and this can only be attained by making the services 
such as will afford a permanent career to their members. 

With the ground thus cleared of these general considerations, 
we are in a position to consider the concrete action that must be 
taken by governments if their services are to offer permanent 
careers to their personnel, 

Nationalization of Field Estaldi^hments. In the national 
government at least, the greatest advance that can be made in the 
direction of making service in it a career, is that of organizing its 
great administrative services, such as the Postal Service, the Cus¬ 
toms Service, and the Internal Revenue Service, upon a basis where 
this principle will find expre.ssion. To do this a fundamental change 
in their character must be made. At the present time each of the 
hundreds or thousands of field stations in which the real work of 
these services is done is treated practically as an independent unit. 
To a considerable extent each is viewed almost as a local office of 
the state or district in which it is located and to be run primarily 
as a matter of local concern. From the personnel standpoint 
each is, in effect, an independent unit. Its directing head, in prac¬ 
tically all cases, is not only appointed from among residents of 
the districts, but the real selection is made, not by the directing 
head of the service, but by the local representative of the district 
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in Congress or of the party organization. Only in exceptional 
cases is a vacancy filled by promotion from the ranks. Prac¬ 
tically never is the head of a station* who has-proved his com¬ 
petence, transferred to a more important post in the service. To 
make matters still woise appointments to these positions are 
made for the most part for termi; of four years. In like manner 
the subordinate personnel, even though they are selected through 
competitive civil service examination, are jaken from the district 
in which the station is located and have little or no prospect of 
promotion except within the particular station to which they are 
attached. Even here, they are debarred from any reasonable 
expectation of rising to the top as the result of faithful and con¬ 
scientious discharge of their duties. 

It is difficult to conceive of a scheme of organization more 
adapted to deprive a personnel of incentive for good work, to stifle 
ambition for advancement within the service, or to lie the hands of 
a central administration desiring to put its service upon a really 
efficient and economical administration. No private enterprise 
would undertake to conduct its affairs upon any such basis for a 
moment. Not the first beginning is made towards treating these 
services as ones offering permanent careers to their personnel. No 
pretence is made of building up a corps of directing officers, repre¬ 
senting a selection of the most capable. Except in respect to the 
subordinate personnel, and then within very narrow limits, no 
emphasis is laid upon efficiency in the performance of duty. 

In thus urging the desirability of giving permanence to the higher 
personnel of the field services and of placing those services upon a 
really national basis as regards organization and personnel, the 
writer is not actuated solely by theoretic considerations. He has 
had practical experience under both systems, and is personally 
familiar with the good results that have followed in passing from 
the first to the second system. For six years he served as Treasurer 
of Porto Rico. Among the various duties that he had to perform 
in that capacity was the collection of the general property tax. 
For that purpose the island was divided into sixty-six districts, cor¬ 
responding to the sixty-six municipal districts into which for pur¬ 
poses of local administration the island has been divided. At the 
head of each district was a collector of taxes. The theory upon 
which this service was organized was that now obtaining in respect 
to most of the field services of the national government. Each 
office was a local office. There was practically no such thing as a 
man moving from one office to another. All this was changed by 
the writer. The service was unified. The several districts were 
arranged in classes according to their importance and a scale of 
remuneration for the collectors in charge was fixed, running from 
$480 per annum in the case of the least imporianl, to $2000 in the 
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case of the most imporlanl. There are probably eight or ten classes 
between these. The practice was then established of filling supe¬ 
rior positions strictly by promotion and for merit. A man entered 
the service as collector at a small town with a salary of but $450 
per annum. If efficient, he was Iranrfened fiom post to po?i until 
the higher positions were reached, ihe service, in a word, was 
made a permanent career for its personnel. The result more than 
justified expvCtntioni^. A genuine cspril Cie corps was devclopeci. 
The collectors knew that promotions depended upon their collect¬ 
ing the taxes and performing their other duties properly. The 
result was that in a few years the amount of uncollecled or delin¬ 
quent taxes for the island as a whole had been reduced to less than 
two per cent, a record which it is doubtful few or any states can 
exceed. 

Later, as Secretary of the island the task fell to him of draflinu' 
a revised police lav/. In Porto Rico the policing of the i^Iand is 
done by a single insular police force of about eight hundi cd men. 
Having in mind the success lollowing the unifying of the tax col¬ 
lection seivice the same principle was adopted in preparing the 
draft for the police system. Ihe island was divided into sixiy six 
districts, corresponding to the municipal districts into which, as 
stated, the island is divided, and a diirtrict chief was placed in 
charge of each. These were arranged in a hierarchy, with gradu¬ 
ated salaries precisely as in the lax collection force, and the same 
principle of filling poc-ilions by promotion was adopted. Equally 
favourable results were obtained from this law. A man now' enters 
the service as a permanent career. He knows that he can be ad¬ 
vanced from post to post as he merits such promotion. 

It may be that in the past there were reasons for thus em¬ 
phasizing so strongly the local character of the ilcld agencies of 
the national administration. It is certain that it will be urged in its 
favour that this system is congenial to our historical tradition.s and 
political institutions; that it represents but one pha^e of the predi¬ 
lections of the American people in la\our of a local as against 
nationalized administration of public affairs. X^^hatever may have 
been the validity of these arguments in the past, all ba?is for them 
has passed aw^ay. The lime has come when these great field estab¬ 
lishments should be made integrated services on the model of the 
services of Porto Rico that have been mentioned, in which transfers 
can be freely made frein one station to another, and in which the 
selection of those to direct the more important posts will be made 
from lho.se who demonstrated their competence in subordinate 
positions. 

Taking this sfcticn, it will be observed, is but applying to these 
services the tame principle that obtains in the military and naval 
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eslablishments, in certain civil services, such as »he Coast Guard 
and the Public Health Service, that have been organized along 
military lines, in so far as their directing personnel is concerned, 
and which has had a notable extension in the recent reorganization 
of the Foreign Service of the Slate Depariinent under the Rogers 
Act of May 24. 1924. This act may be deemed to be a model 
measure for erecting a sei vice ol the government into a distinct 
career set vice It ha.i as its piimaiy aim to piovide 'hat the service 
shall be one into which young men shall enter with a view to 
making it their lile work. It provides that the Diplomatic and the 
Consular sc:rviccs, which were formerly distinct, shall be united in 
a single service to be known as the Foreign Service of the United 
Slates; that this service shall embrace nine distinct classes of “For¬ 
eign Officers.*’ with salaries running from $o0(;0 to $9000 per 
annum, in addition a class of unclassified officers with salaries of 
from $1500 to $o000 at the bottom of the .«cale. and ministeis and 
ambassador.^ at the top; that these officers shall be assigned to par¬ 
ticular posts, such as consuls, secretaries of legations, etc., in accor¬ 
dance with the judgment of the Stale Department: that they may 
be freely Uanslcrred from one post to another: that normally 
cnliance will be at the bottom and promo!ion from one grade to 
another will take place upon deinonslraled merit, until i'le rank 
ol minister and ambassador is reached; and that further advance¬ 
ment to the highest positions can be made, though direct appoint¬ 
ment from private life to these positions is permissible and will in 
many cases be made. Provision is finally made for a liberal retire¬ 
ment system upon part pay upon the officer becoming disabled or 
reaching a certain age. 

I hat this system represents an enormous improveminl over 
prior existing conditions, is lecognized by all. There is little 
doubt that efforts will be made to recognize other field establish¬ 
ment's upon the same basis. In point of fad, since the foregoing 
was written, Congress on March 3, 1927, passed an act establishing 
a similar service to cover the field offices of the Bureau of Foreign 
and Domestic Commerce of the Department of Commerce, the 
commercial attaches, trade commissioners, and the like. 

Erection of Special Classeg of Work into Careers. In the 
foregoing we have examined the problem of so organizing the 
field services of the national government that they will offer perma¬ 
nent careers to their directing personnel. It remains to consider 
the extent to which it is feasible to make the government service a 
career for other classes of employees. Here a distinction must be 
made between employees whose work is of a technical or scientific 
character and those who are called upon to perform only general 
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clerical and other labour. Consideration will first be given to the 
first of these two classes. 

It has been pointed out that more and more the national govern¬ 
ment is demanding the services in lai ge numbers of persons 
possessing professional and technical cju.-iilications of a high order. 
Under present condilions it is exceedingly difhcull for the govern¬ 
ment to secure these men or to hold them after they are secured. 
This i? due only in pa)I to the inadequate compensation that in 
many cases is paid for this class of service. In large degree it is 
due to the failure to give to these positions that definite status 
that will offer a p.^nnanenl career to their incumbents. 

The first requirement in seeking to give them such a status is 
that these positions should be carefully segregated, not only from 
the goueral clerical and labour positions, but also from each other. 
This d. lie, there should then be worked out a carefully graded 
hierarchy oi positions, with corresponding compensations, for each 
class of such technical positions, together with specifications and 
regulations prescribing the qualifications for entrance into and 
advancement in such special services ^ 

This process of segregating and specially classifying certain 
technical positions can, and should be, carried much fuilher than 
might at first sight appear to be feasible. Manifestly, it would 
apply to all positions calling for the exercise of professional know¬ 
ledge, strictly speaking, such as that of law or medicine. The same 
is true of those positions calling for scientific qualifications, such 
as those of geologisis, chemists, physici.^ts, engineers of all classes, 
etc. There are, however, many other positions in the national 
government requiring for the proper discharge of their duties very 
special abilities, training, or experience. Such, for example, are 
the positions of patent examiners, claims examiners, bookkeepers 
and accountants, statisticians, and, indeed, specialists of all kinds. 
Nothing short of a careful examination of all work of the govern¬ 
ment will make known the extent to which positions of this 
character exist and should be set up as a special class. 

Examination will show that the attempt to make of each of these 
classes of positions a special category, affording an opportunity 
for a permanent career to its personnel, constitutes a problem quite 
distinct from that of erecting distinct services into careers for their 
directing personnel. 7'he positions comprehended in each class, 
instead of being In a single service, arc in the majority of cases 
scattered through many services. The government, for example, 
makes use of scores of accountants, statisticians, etc., attached to 
a large number of distinct services. The problem is one of or- 

1 tiec Chapter XVT I, ‘^Classififation aiul St£in<lnr<lizoti(>n of Posi- 
tioiiB and Halarios. ” 
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ganiziQg each kind of tcchnipl poaition into a special class which, 
for classiBcation purposes, disregards seivice lines, thu^ permitting 
transfers freely between services as promotion requirements render 
necessary. There are certain cases where this disregard of service 
lines will not be necessary. Examples of such cases are afforded 
by the corps of patent examiners of the Patent Office and the geo¬ 
logists of the Geological Survey. In these cases each class may be 
made a distinct career within a servic:. In many cases, however, 
this, will not be so. Ihe governrnenl will have need of technicians 
of the same kind in small numbers in a large number of services. 
Ihis is the case in respect to such positions as those of bookkeepers 
and accountants, statisticians, engineers, etc. If these positions 
are lo be made ones offering a career to their holder.s, provision 
must be made for transfer from one service lo another. 

The great advantage of treating positions in this way is the 
broadening and equalization of opportunities for promotion. Where 
there are only a few positions of any one of these classes in the 
same service and promotions are largely made only within service 
lines, the opportunities for promotion are so limited as to offer no 
real incentive to good work. Again, conditions will be much 
improved from the standpoint of the services themseKes, since they 
will not be restricted lo their limited personnel in .securing techni¬ 
cally competent men for important positions. 

In connection with this w^hole question, it should be noted that 
a regrouping of the services along functional lines, to the end that 
all services working in the same or closely related fields will be 
brought together under the same department, will not only effect a 
great administrative reform but will aUo .simplify greatly the work¬ 
ing out of the problem now under consideration. Thus, for example, 
if all the engineering and construction .services of the government, 
such as the services of the Engineer Corps of the Army for the 
improvement of rivers and harbours, the Bureau of Roads of the 
Department of Agriculture, the Office of Supervising Architect of 
the Treasury Department, the Bureau of Reclamation and the 
Alaskan Railway of the Interior Department, etc., are brought 
together in a Department of Public Works having no other func¬ 
tion than the prosecution of engineering and construction work, the 
basis will be laid for the creation of a corps of engineers, similar 
to the famous Corps des Ingenietirs des Pants et Ckanssees of 
the French Government, and like it offering a permanent career to 
employees of this class. In like manner, the bringing together of 
services having to do with such matters as public health, education 
and scientific research will greatly aid in the erection of their tech¬ 
nical and professional forces into services offering a permanent 
career, 
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Treatment of flic Clerical Persoimel from Career Stand- 
point. Turning now to the class of positions requiring only ordi¬ 
nary clerical abilities, it is evident that the problem of making 
them such as to offer a career to their hojdef.s is quite different 
from that presented in the case of the directing personnel of ser¬ 
vices and technicians which we have been considering. Here all 
that can be done is to establish them upon such a basis that merit 
will be the con-rolling factor in determining entrance into, and 
advancement in, the service, that proper provision made, through 
efficiency record systems or otherwise, of dilermining efficiency 
and of so classifying the positions and fixing the compensation 
attached to ihein that employment conditions through the govern¬ 
ment service will be standardized and the lines of promotion be 
clearly indicaltd At the present time what amounts to almost a 
dead Imc is drawn at the positions of chief clerk or chief of divi¬ 
sion, the prevailing salaries for which are $2000, and $3000. Up 
to this point the government employee may look upon this service 
as one in which he may hope for advancement as he shows merit. 
Beyond this lie the posilijns of the real directing head of the ser¬ 
vices, the positions that constitute that posts that are really worth 
while; indeed, the only ones offering a really effective incentive 
to persons to adopt the government service a.s a career. Remove 
this barrier: make it possible lo pass a matter of normal promo¬ 
tion from the position of chief of division to a8.sisLant chief of 
bureau, chiei of bureau, and assistant secretary, and the govern¬ 
ment service at once becomes one offering a real career. Not 
merely will action in this way afford attractions to the ambitious to 
enter the service that do not now exisl, but a strong stimulus will 
be given to persons in the service lo discharge their duties efficient¬ 
ly and by study and research (it themselves for the discharge of the 
duties pertaining to the superior positions. 

Under this .<iyslem when a vacancy occurs in an important posi¬ 
tion, aich, lor example, as that of assistant secretary, or chief of 
a buieau, the appointing power—the Secretary or the President— 
will canvass the qualifications of the chiefs of divisions in that 
particular service affected. If just the right man is not found 
wiliiin such service, the qualifications of persons holding important 
positions in other services engaged in analogous lines of work will 
next be sciutinizad. Only alter it is found that a man having the 
qualifications desired cannot be obtained within the government 
service, will resort be had lo persons outside the service. In this 
case selection will be made through some selective process such as 
is represented by a competitive examination. There can be little 
reason to doubt that resort to this method will only be had in 
exceptional cases, since the appointing power will certainly prefer 
to select one whose qualifications and personal characteristics are 
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definitely knovyn rather than luii the rhk involved in holding in 
open competitive examination, there will, liowcver, be a lew 
cases where highly lechnicjil or specialized tjualificallons are de¬ 
sired, where the administration will want to go outside the govern¬ 
ment service. Indeed, a case will now aiid then occur where the 
services of a particular individual are desired, and where resort 
will be had to the power of the Prcddenl to except such specific 
appointment from the general rales regulating appointments. 

Stale, Municipal, and Local Governmcnl Services as Care¬ 
ers. 1 urning now to a consideration of the question ol making ser¬ 
vice in the slate, municipal, and locci! governments a career, it will 
be found that the conditions of the problem are radically different 
from those obtaining in the case of the national government. In 
order that a service may constitute a career, it is necessary that 
it should offer reasonable opportunities for advancement. This 
can only exist where the service is of c:)nsiderdble size. Ihis con¬ 
dition is met in the case of the national government, but it obtains 
only to a limited extent in the case of the slate and their political 
subdivisions, considered individually. If service in the govern¬ 
ments is to be made a career, it is necessary that oppoi lunily shall 
exist for the passage by employees from the service of one govern¬ 
ment to that of another. To a very considerable extent the states 
and their political subdivisions have need of the same classes of 
specialists, such as civil engineers, health officers, school superin¬ 
tendents, etc. If a system could be established where these posi¬ 
tions were taken wholly out of politics and thrown open to all 
persons possessing the required qualifications, regardless of 
political boundaries, there is no reason why persons should not 
select such work as their permanent profession. It is a matter of 
congratulation that a strong tendency in this direction can now be 
seen. This is especially evident in the case of the positions of city 
engineers,state highway engineers,school superintendents, and health 
officers. It is by no means unusual for a state or municipality, in 
filling one of these positions, to select a person who has already 
demonstrated his abiities in a corresponding position in some other 
state, or city. In Germany this practice obtains as the standard 
method of filling the positions of chief executive of the municipali¬ 
ties. Should the municipal manager type of government spread, it 
is more than likely that a similar, practice might develop in this 
country in respect to that office. 
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CHARIER XVI 


TRAINING OF PUBLIC EMPLOYEES 

With llie increasingly technical character of governmental acti¬ 
vities and the corresponding increased demands for officers and 
employees having the special qualifications necessary for their 
work, the question is presented as to whether special provision 
should be made for training the persons to fill at least certain 
classes of positions It is evident that this question has an intimate 
relation to the one that we have just been considering. To the ex¬ 
tent to which dij^lincl services or classes of positions offer careers 
of a professional or technical character, the basis is laid for the 
establishment of means by which persons desiring (o enter these 
services or to secuie advancement in them may pursue studies that 
will give them the knowledge required for the efficient performance 
of their duties. 

Training for Entrance into the Goveriinic^nt Service. In 

considesir.g diis queslion a distinction must be made between the 
training of poisons for entrance into the government service and 
the training of officers and employees after they have entered the 
service. In limes past not a little alteiilion was given to the matter 
of the creation of a civil academy that would perform for the 
civil branch of the national government a service analogous to that 
performed at West Point and Annapolis for the military and naval 
establishments. Attractive as this idea may be from a theoretical 
standpoint, it is more than doubtful whether it is one that is either 
desirable or feasible. The training needed for the army and navy 
is of a highly specialized character and one which the ordinary 
educational institution is not fitted to provide. In contrast with 
this, the work of the civil services is of the most varied character 
and almost identical in character to that of private undertakings. 
This being so, there would seem to be little doubt that training for 
most of the work (T governments can best be obtained in the 
ordinary educational institutions of the land. To state this in 
another way, there would seem to be no reason why the govern¬ 
ment cannot look to the law and medical schools, the institutes of 
technology, and the schools of accounting and business adminis¬ 
tration for the training of persons contemplating entering the 
government service as law and medical officers, chemists, physi¬ 
cists, accountants, statisticians, etc. The only qualification to this 
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is that it is probably desirable that these institutions shall have in 
mind the special needs of the governments, and, in certain cases at 
least, give special courses to meet such needs. Especially is this 
true in respect to the instruction given in political science. At the 
present time this instruction is apt to be largely of a iheorclical char¬ 
acter. It i.i highly desirable that it shall be supplemented by courses 
dealing mr>re particularly with the problem of government from the 
operating side, the manner in which legislative bodies are orga¬ 
nized and carry on their work, the organization and procecdure of 
judicial tribunals, and the more technical problem of organization, 
personnel, material, and finance that confront the administrative 
branch. It is in this direction, rather than in the creation of a 
special academy, that progress can best be had in training persons 
for entrance into government services.^ 

To this statement certain exceptions should, however, be made. 
Here and there are government services in respect to which there 
is room for the organization of special schools and courses lor the 
training of men to enter such service. The schools that have been 
established at Wa.shington for the training of men enter the 
horeign service of the Stale Department or the field agents of the 
Department of Commerce have undoubtedly rendered a valuable 
service. The School of Hygiene at John Hopkins University also 
renders a real service in the training of men for work in the field 
of public health administration rather than in ihe training of medi¬ 
cal practitioners. In general, however, it must be said, that the best 
means of training men for entrance into government work is to 
be found in ordinary institutions of higher instruction. 

Training of Employees in th<? Government Service. Turn¬ 
ing now to the question of the extent to which it is dc.siiablc to 
provide for the training of officers and employees after they have 
entered the government service, we arc confronted with quite a 
different situation. No matter how well grounded an employee may 
be in the general subject to which his work relates, there is much 
for him to learn in respect to the particular duties of his position. 
The question is, thus, presented to the directing heads of the 
several services as to whether it will not be in the interest of 
economy and efficiency to provide for their employees systematic 

^Jji 31)13 till* Anicrif*Mii Political Scioiicc Awsm-ialion appoiiitcd a 
com mil too to iiivostig.'i1<> 11ii.«^ .sul^ioot. This ooinmiit(‘o roroinnnndod 
that tho iniivorsitios ostal»lIsli courses liaviii; spooia.My in view thotraiii- 
iiig cjf stml('i>lN -tor onlranci* into 11i(' puhlio servi- o, to ho s\ip]>lt‘moiitofl 
vvlioro possilih* )>y tr.'iining ill tho (MJijdiu t t».1* puhlio work. This 

report pro/mhl}' had some inllnonoo in lo.'idiiig unix orsilios to (‘inphasizo 
tho pi rud ioal side (»!’ thoiv iiistniol ion in politioal soionoo and fs^onomios. 
1^*00 lleport of tho Uoinmittoe on Training for llio Piildio Sorvioo, Ameri¬ 
can Political Science Association, 1913. 
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instruction instead of depending upon the individual efforts of such 
emplo 3 'ees to familiarize themselves with their duties. 

Until a few years ago, if exception be made of the service schools 
of the army and navy, practically nothing was done by the services 
of the national government to make systematic proviiion for the 
training of their employees. A great change in this respect ha?, 
however, recently taken place. In a number of important services, 
provision has been made for the organized instruciion of their 
employees on a large scale. In the War Department officers have 
been detailed to various universities to take special courses in such 
mailers as purchasing and the handling of problems of supply. In 
the Bureau of Internal Revenue an elaborate system of instruction 
of Collectors of Internal Revenue and Examiners in the Income 
Tax Unit of the home office, through the correspondence method of 
instruction has been organised. In the State Department those 
admitted to the Foreign Service arc required to spend a year at 
Washington, where they receive systematic instruction in the duties 
that they will be called upon to perform. In the Forest Service and 
other services of the Department of Agriculture similar efforts are 
being made in this way. There can be little doubt that the adoption 
of this policy of making special provision for the training of em¬ 
ployees has been a wise one, and its extension may be confidently 
expected. 

In providing for training of this character, several different 
lines of procedure are open. The services can themselves undertake 
the work, making use of members of their own staff as instructors; 
they can make special arrangements with outside institutions to 
give the instruction needed ; or they can detail the employees whom 
it is desired to train to pursue work at the various universities. 
Which of the.se melhods is ihe preferable one, will depend upon 
the circumstances of the particular case. When the number to re¬ 
ceive instruciion is large and the chsaracter of the training a special 
one, as in the case of the Bureau of Internal Revenue, the first me¬ 
thod is to be preferred. When these conditions do not obtain, one 
or the other of the two melhods is probably the desirable one. 
This is the condition which generally obtains in the governments of 
the stales and municipalities. Here progress can probably best be 
made by the several services determining in definite form the char¬ 
acter of the instruction or training desired, persuding local educa¬ 
tional institutions to organi/.c special courses that will give such 
instiuction and detailing their employees to follow such courses. 
There ought not to be much difficulty In making such arrangements 
in all of the larger cities and especially in those stales having state 
universities. In conduding this discussion it may be pointed out 
that the Bureau of Miiiiicif-al Research and kindjeJ instilulions 
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render a valuable service, as a by-product of their work, in training 
men for official positions of an administrative character and resort 
is constantly had to them in filling positions of this character.^ 


-’Oil this rrat-rKOS :iiid Oi)jut fivc.s in Tniiiiiiig for Fore- 

J^jii Service : Kcport. of llio^Naliojui 1 Coiifcroju e on Foioign Service 
TriiiiriiK> Washington, Det-einhcr 192;j, BulJrtin U. S. Bnreaii of 
Education, 11*24, No. 21; and Service Schooi for Federal Employees. 
Letter from Chief of the Bureau of Effh-ieiu y, 06 Con<r., S. doc. 26 
March 3,1920. ^ ’ 



CHAPTER XVII 


CLASSIFICATION AND STANDARDIZATION OF 
POSITIONS AND SAl ARIES 

In the chapters immediately preceding consideration has been 
had of those general features of a public personnel system that go 
to determine its fundamental character. This was necessary in 
order to pave the way lor the exaininalicn of the more technical 
problems involved in securing and maintaining an efficient per¬ 
sonnel system. 

Among the technical requirements of a satisfactory personnel 
system, none exceeds in importance that of effecting a systematic 
classification and standardization of all employees, or, to speak 
more correctly, of all positions covered by the system. Such a 
classification and standardization of public employment constitutes, 
indeed, the starting point or the basis upon which the whole per¬ 
sonnel structure must rest. Without it, it is impossible to have a 
satisfactory personnel system or propeily to meet the many prob¬ 
lems to which personnel administration give rise. 

Essentials of a Classifiealion and Standardization System. 

What is meant by a classification and standardization of positions 
and salaries can best be shown by reproducing the essential require' 
ments of a work of this character as given by one of our leading 
students of personnel administration, Mr. Fred Telford, Director 
of the Bureau of Public Personnel Adminisfradon. In a paper 
entitled “Ihe Classification and Standardization Movement in the 
Public Service,” he wrote 

The esseiilials may lirielly be stated as follows: 

1. The v'Oilection of detailed faels witli jet>ard to the 
duties altaeJuMl to each individual jiosition, with rcj]^ard to 
its piaee in the oi*{ran iza1ioii wiiit in wliieh it oeeurs, and 
with legai'd to the fnnelions, organization and administrative 
proeeduro of organization units. 

2. On liasis of this information, a grouping of indivi¬ 
dual ])ositi()ns into eiass(.*s, eaHi eiass eontaining all posi¬ 
tions so iK^arly alike that t Ih^ same' (jiialifieat ions nuiy be 
demanded of iiieuml»eiils lor llie firoiici performaiKrn of the 
tint ies and res]ionsibilit jes appei talning to tliein, that llie 

^ Ami:i Js (if I Ii(‘ A of [Nilitii-al Mild Socd.il St-itaicc, 

May, 
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c?ame tests may be used in scle<-tinjr competent persojis to 
fill them, and t hat the same comj)cnsatioii schedules can he 
made to aj)])Iy with eriuily. 

3. A written definition or description Tor each class of 
positions selling* forth definitely the duties attached to the 
positions to be inciiuled in the class. 

4. A writlen statement of the minimum qualifications— 
that is the education, the extierieiice, the knowledge, the 
skill and the peisoiial and j>liysicai—any individual must 
as f>ossess in order to perI'orm the duties of the position 
sueecssrully. 

5. A title foj* each class of positions suggestive as far 
as possible of the duties atlaclicd to the positions in tlio orga¬ 
nization unit in which tliey occur. 

G. On the 1)asis of the class definitions and definite 
knowledge of the dulies attached to oacli posilion, the allo¬ 
cation to the p)*()])er class of every |)Osi1ion (*lassi(ied. 

7. The lines of promotion, showing the j<uvci' classes 
of positions from w'hicli reciiiiting is normally done and the 
higher classes of positions to wJiieh em[)loyees are normally 
advanced when vacancies occur. 

8. The cornpeusalion schedules foi' each class, giving 
.minimum, maximum, am] intermediate jades to lie ijaid 
to employees holding ]) 0 .sjtions ju the class. 

9. To make the whole ])lan easily comprehensible to the 
Civil Service Commission, the mayor, the city council, ap¬ 
pointing and administrative authorities, civic organizations, 
persons seeking em|)ioyment in the pulflic service, and the 
general public, and to give the budget authorities an easy 
means of control over compensation, a groii])ing of classes 
of positions into broad occupational groups called services 
sn1)-dividcd into grades according to tlic degree of i-csponsi- 
liility and therefore according to the level of compensation. 

The significance of a work of this character can only be appre¬ 
ciated by showing in the concrete its results. For this purpose* 
there is reproduced below a list of the grand groups or services 
into which the Congressional Joint Commission on Reclassification 
of Salaries in 1920, classified all positions in the national govern¬ 
ment, a list of classes falling within one of these services, and the 
detail job specifications for one of these particular cl asses. 

As a result ol the survey of the activities and employment 
needs of the government, the commission found it desirable to dis¬ 
tinguish between no less than 1762 distinct positions or classes. 
These are grouped into the forty-four services listed below : 
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I. Services Involving Clerical, Office, or Commercial Work 
J. Adminislralivc and supervisory clerical service 
2. Assessor and appraiser service 
o. Court clerk and docket service 

4. Daparlmental publications and inform uion service 

5. Fiscal and accounting service 
(). Mail, file and record service 

7. Messenger service 

8. Miscellaneous clerical service 

[). Office appliance operating service 
If). Personnel service 

11. Specialized business service 

12. Supply and equipment service 

Itj. Telephone and telegraph operating service 

14. Typing, stenographic, correspondence and secretarial 

service 

II. Services Involving the Skilled Trades, Manual Labour 
Public Safety or Related Work 

15. Custodial and janitor .service 

16. Detention and reformatory service 

17. Domestic service 

18. Engineraen service 

19. Farms, garden and park maintenance service 

20. Fire service 

21. Investigational and inspeclional service 

22. Marine operating service 

23. Police and criminal investigational service 

24. Printing trades service 

25. Skilled trades and labour service 

III. Service Involving Scientific, technical, Piofe.ssional, or 
Subsidiary Work 

26. Actuarial service 

27. Agricultural promotion and extension service 

28. Architectural service 

29. Art service 

30. Biological science service 

31. Chaplain service 

32. Community and recreation service 

33. Economic and political science service 

34. Educational service 

35. Engineering service 

36. Law and examiner service 

37. Library service 

38. Medical .science service 

39. Nursing service 

40. Patent service 
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41. Physical science service 

42. Social science service 

43. Statistical service 

44. Translating service 

To illustrate the grouping of positions or classes under these 
services and the specifications that are prepared for each class, a 
selection for reproduction has been made of the ^‘Statistical 
Service’* and within that service of the particular position or class 
of “Chief Statistical Clerk.” 


The Statistical Service 

This service includes classes of positions the duties of which are 
to supervise or to perform scientific work in connection with the 
collection, classification, analysis, and interpretation of numerical 
da,.ta relating to economic, social or other phenomena or to super-* 
vise or to perform statistical, clerical, or mechanical tabulation 
work, such as editing and examining schedules and questionnaires, 
applying statistical formulae and computing ratios, preparing sta¬ 
tistical graphs, coding and verifying, or operating, punching, veri¬ 
fying, sorting or tabulating machines. 


Title 

Mechanii^al Tabulation 

Assorting Machine Operator. 

Tabulating Machine Operator. 

General Tabulating Machine 

Oi)erator. 

Supervisor, Tabulating or Assorting 

Machine Section (Group). 

Mechanical Tabulation Examiner 

(Group) . 

Supervisor, Mechanical Tabulation 

Examining Section (Group). 

Principal Mechanical Tabulator. 

Chief Mechanical Tabulator. 

Card runch Operator. 

Supervisor, Card Punching Section 

(Group). 

Special Card Punch Operator. 

Supervisor, Special Card Punching 

Section (Group). 

Me hanical Tabulation Code. 

Special Mechanical Tabulation 

Code.... 

Supervisor, Meehnical Tabulation 

Coding Section (Group)- .... 

Junior Mechanical Tabulation File 

Clerk.... 

Supervisor, Mechanical Tabulation 

File Section.. 

Special Meehnical Tabulation File 
Clerk. 

F. 29 


AuhurI Salary 


$1140 

1200 

$1200 

1260 

$1260 

1320 

$1320 

1560 

1420 

1680 


1560 

1620 

1680 


1440 

J500 

1560 


1800 

1982 

2400 

1200 

1920 

2100 

2520 

1260 

2040 

2220 

2640 

1320 

2160 

2H40 

2760 

1560 

1320 

1620 

1380 

1680 

1440 


1620 

1200 

1680 

1260 

1740 

1320 

1800 

1320 

1380 

1440 


1560 

1620 

1680 


1140 

1200 

1260 


1560 

1620 

1680 


1320 

1380 

1440 
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Supervisor, Special Mechanical 

Tabulation File Section. 1560 1620 1680 

Statistical Clerical Work; 

Under Statistical Clerk. 1260 1320 1380 

Junior Statistical Clerk. 1440 1500 1560 

Senior Statistical Clerk (Group) 1620 1680 1740 1800 

Principal Statistical Clerk 

(Group). 1980 2100 2220 2340 

Head Statistical Clerk (Group) 2400 2520 2640 2760 
Chief Statistical Clerk (Group) 2820 2940 3060 
8t a t J st 3 ca 1 Sci enc e: 

Junior Statistician. 1800 1920 2040 2160 

Assistant Statistician. 2400 2520 2640 2760 $2880 $3000 

Associate Statistician. 3240 3360 3480 2600 3720 3840 

Statistician (Group). 4140 4320 4500 4680 4850 5040 

Senior Statistician (Group) .. 

Director of the Census.. 

Chief Statistical Clerk 

Duties, Under general direction, to organize or to 
manage a ]ai*ge and important statistical, clerical, or Held 
organization; to be fully responsible for the statistical 
output, both as to quantity and accuracy; to determine 
division of labour within the organization; 1o lay out an 
appropriate flow" of w^ork through the different processes 
involved; to select or to advise in the selection of 
adding, computing and tobulating machines; to devise 
suitable schedules, work forms and tabulation papers; to 
keep or to direct the keeping of work forms and tabu¬ 
lation pajiers; to keep or to direct the keeping of: work 
papers, schedules, and other records incidental to the 
management of such an organization; to make recommen¬ 
dations in mattei'S of personnel administration arising 
wdthin the organizations; and to perform other related 
work. 

Common Qualifications, Training equivalent to that re¬ 
presented by graduation from high school; not less than 
nye years' experience in statistical clerical work of a 
high order, at least tw'o years of which shall have been 
in a responsible jiosition requiring the immediate super¬ 
vision and direction ol a statistical clerical unit engaged 
in varied statistical clercial work, or a large statistfcal 
clerical unit engaged in simple or routine statistical cleri¬ 
cal processes; proven capacity for organizing and manag¬ 
ing a statistical clerical or field force; through knowledge 
of modern statistical clerical methods and practice; famili¬ 
arity with adding, computing, and tabulating machines, 
slide rules, and other labour-saving devices used in 
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special clerical work, familiarity with the ordinary statis¬ 
tical clerical work; familiarity with the ordinary statistical 
averages and the methods of the deriving them; and ability 
to plan workmanlike schedules, table forms, graplis, and 
working papers, to write titles and explanatory" notes; and 
to prepare administrative reports, memoranda and similar 
papers. 

Special Qualifications » For each class in the group, thorough 
clerical knowledge of the subject matter to which the statistics 
involved relate as indicated by the title of that class. 

Principal Lines of Promotion, From Head Statistical Clerk; 
Principal Statistical Clerk. 

Compensation: Annual, $2820—$2840—$3060. 

Benefits of Classification and Standardization. It is im¬ 
possible to read this description and illustration of a properly 
classified and standardized personnel system without appreciating 
the extent to which it lays the basis for, if it does not solve all of, 
the major problems of personnel administration. From the re¬ 
cruitment standpoint it makes it possible for the operating service 
definitely to determine and to make known to the recruiting agen¬ 
cy, the Civil Service Commission, its personnel needs, and for the 
latter agency to frame its tests in such a manner as to secure the 
character of ability that it is called upon to supply. It makes 
possible the fixing of compensation in accordance with the charac¬ 
ter of responsibilities and duties to be performed and ensures 
equality of compensation for persons filling positions of the same 
order. It makes possible the establishmQpt and operation of a 
promotion system that will at once do justice and tend to bring 
about advancement according to merit. It furnishes the essential 
basis for erecting distinct services into ones offering a permanent 
career for their personnel. And finally, it simplifies the whole 
budget problem by enabling those having the duly of framing and 
acting upon the budget to scrutinize with intelligence estimates 
for personnel and to confine their attention to the number of 
employees in each class required without having at the same time 
to pass upon the difficult question of compensation that should be 
provided for. 

These benefits are so great that it is worth while to reproduce 
their enumeration in greater detail as given by the Congressional 
Joint Commission on Reclassification. Under the head of **Sum' 
mary of Benefits/’ its report reads:^ 

^Beport of the CoBgressional Joint Coninissicn on Bccinssilii ation 
of Salaries^ p. 2G. 
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The Commission is firmly of the opinion that the adoption of 
the classification of positions and the uniform schedules of pay 
rescommended in this report, and of the proposed plan for the 
future administration of this classification and these schedules, 
will bring about the following benefits to the Congress, the depart* 
ments, the employees and the public at large. 

The Congress will secure: 

A sound and i)ractica1 working basis for arriving at 
the proper rates of compensation in appropriations for 
personnel services. 

The assurance that on this basis salaries and wages 
will be appropriate at the same rate for the same work in 
all dei)ai‘tmcnts and at all times. 

A means of controlling expenditures for personal 
services paid from lump-sum appropriations or contingent 
funds, and of bringing them into conformity with the basis 
observed in itemized appropriations. 

The assurance that on this basis the salaries appropriat¬ 
ed for positions of difFei'ont classes will have the equitable 
relationship that is called for by the diiTerenoe in the values 
of the work involved in the respective classes. 

The further assurance that the salaiies appropriated 
on this basis will be fair to the employee and 1o the pub¬ 
lic as the taxpayer. 

A method of adjusting salary scales from time to time 
as required and justified by changes iii economic condi¬ 
tions, in such a way as to permit of discriminating appli¬ 
cation of increases or decreases wdiich wdll Uxke into account 
the relative requirements of the several kinds of cmjiloy- 
ment (as against the arbitrary spi-eading of bonuses, 
increases, or reductions over deserving and undeserving 
classes), and w^hich will not affect the relative status of 
employees in the same class. 

Assistance in the consideration of estimates through 
the common use by all departments of a specific and uni¬ 
form terminology for classes of positions, i, e., kinds of 
personnel service. 

A means, through this descriptive system of nomencla¬ 
ture, of comparing the organization requiremenis of diffe¬ 
rent departments and of the same department at different 
periods. 

Relief from the pressure of special requests for chan¬ 
ges in the salary appropriations for individual positions or 
employees or for special groups or departments. 
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The Departments will secure: 

The immediate relief, so vital to the holding together 
of the experienced departmental organizations, that will 
come from the adoption of revised salary scales for spe¬ 
cialized workers (particularly scientific and technical em¬ 
ployees) . 

Permanent relief from the confusion resulting from the 
variations in salary scales for the same work in different 
departments with the conscYjueiit tendency toward interde¬ 
partmental competition. 

A means of expressing their exact organization needs 
to the appropriating body—the Congress—and the recruit¬ 
ing body—the Civil Service Commission. 

All of the direct and indirect benefits* tliat will come 
from a fair and business-like wage policy and a contented 
personnel. 

The employees will secure: 

Immediate i-clief in cases whore they are now inade¬ 
quately paid. 

Uniform justice in the relation between the compensa¬ 
tion they receive and the value of llicir work. 

The assurance that all otlier employees of the (Jovern- 
ment engaged in the same work aie being treated in the 
same way. 

The assurance that all adjustments of pay in the future 
will have reference to changes in living costs. 

The incentive to effort that comes from a knowledge 
of an assured reward for successful accomplishment—ad¬ 
vance in pay for increased use fti I ness in the same class of 
work and higher compensation ux)on promotion to a higher 
grade of wox’k. 

The Public will secure: 

The assurance that its Government aims to be a model 
employer, and to pay each employee in proportion to the 
value of the work required of him. 

One has but to contrast conditions where the personnel has been 
classified and standardized with those obtaining where this has not 
been done to appreciate the reality of these benefits and the great 
monetary savings that are possible under the standardized system. 
Prior to reclassification in the national government, it was a com¬ 
mon thing for employees working side by side on identical tasks 
tp receive widely divergent rates of pay. Precisely the same posi- 
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lions in different departments or bureaus carried different rates of 
pay. Only to a slight extent did employees have a definite status 
as regards their opportunities for promotion. The titles given to 
positions had often little reference to their responsibilities and 
duties and in many cases were misleading. The importance of this 
latter single feature is shown by the following account of conditions 
in Pennsylvania prior to reclassification, as given by Secretary 
of the Commonwealth: 

One bureau bad adopted the principle of equal pay but 
forp^ot 1o eiuiuirc as to the kind of work done for the pay. 
In this bureau the dcik, tlie typist, and stenograper all drew 
the same pay, $ 1500 per year. The worst inequalities were 
in statutory salaries. Dignified titles were used as a smoko 
screen to legislative enquiries. Thus a “building superinten¬ 
dent ” had become under job analj^sis a mere “clerk class 
B,”aud one “chief clerk ’’is now “clerk typist,” and one 
whose statutory salary was based on the title of “auditor” 
is now a “clerk typist,’’and one former statutoiy “statis¬ 
tician” is now a “compiling clerk,” and another who told 
the legislative world that he was a “statistician” is now 
“tabuFating machine operator,” undone whose statutoiy 
salaiy title was “investigator” is now “clerk class A”. The 
statute gave one employee the title “adjustor”. A job 
analysis disclosed the fact that this individual had never 
adjusted anything and had never acknowledged a letter nor 
written a report. None of the people with these high- 
sounding titles did the work these titles called for. The 
titles were devised to get the money. Thus money clerk 
typists were put on the statutoiy rolls under the high sound¬ 
ing title of “recording clerk” and no legislator successfully 
got back of tiie window dressing to look at goods that were 
being delivered for the pay. 

Determination of Compensation. It is evident from what has 
gone before that one of the prime ends sought by a classification 
and standardization of employment conditions is to lay the basis 
for the determination of the compensation of personnel. In hand¬ 
ling this phase of the problem attention should be given to certain 
general considerations. First, the principle should be adopted of 
compensating the position rather than the individual. Unless this 
principle is firmly established, confusion in salary rates and in¬ 
equalities in salaries paid will tend steadily to become greater and 
greater as time goes on. The writer had this phase of the problem 
strongly impressed upon him while serving as chairman of the 

sClydeL. King, How Shall Salaries of State Employees Be Fixedf 
AnnalS; May^ 1924. 
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Finance Committee of the Executive Council of Porto Rico, the 
body which had the duty of preparing the annual appropriation 
bill for the support of the government of that island. Each year 
the heads of departments and services submitted estimates calling 
for the increase in the salary of this or that position. Almost inva¬ 
riably these requests for increases in salaries were urged on the 
ground that the incumbents of the positions to which they related 
were exceptionally competent employees, that they had filled their 
positions for a long term of years, that they could not be held unless 
granted an increase in their pay, etc. In many, if not the majority, 
of these cases, these representations were correct. Considered indi¬ 
vidually, there seemed to be merit in the claims that were made in 
their behalf. 

A moment's reflection will show, however, that if these claims 
were acceded to, two things would result; salary rates would steadily 
increase and irregularities in the pay for similar positions would 
become constantly more accentuated. One year, increases in certain 
positions would result, the next year increases in certain others. 
The granting of higher pay for a certain position in one depart¬ 
ment would lay the basis for a similar claim in other departments 
the following year. Only in rare cases were compensating decreases 
in salaries requested. There was but one way in which these requests 
could be reisisted, that, namely, of taking the position that the basis 
for fixing salaries was the position, not the individual merit of its 
incumbent; that if a worthy employee was already receiving the 
maximum compensation attaching to his position, the only way to 
give him increased pay was through his advancement to a more 
important and consequently more highly paid position. 

There is, however, one means by which the requirements of these 
cases can in part be met without breaking the general scheme of 
compensation by positions. This consists in fixing for each posi¬ 
tion a range of compensation instead of a fixed uniform amount 
and providing by definite regulations the conditions under which 
increases in pay may be granted within such range. The merits of 
this system are incontestable. There are many cases of positions 
where it is not feasible or desirable that their incumbents should 
be shifted. Such for example, are in the positions of copyists, 
typists, stenographers, proof-readers, etc. To deny to them all 
chance for increase in pay except as they may be assigned to differ¬ 
ent work, would work a manifest injustice. In respect to most 
positions, moreover, employees, within certain limits, become more 
valuable, if not technically more competent, the longer they hold 
their positions. There is a certain injustice in paying to a new em¬ 
ployee the same compensation that is paid to one who has been 
employed for a series of years. All these considerations can 
be met by the establishment of a system of minimum and maximum 
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salaries as above suggested. The regulations can thus provide that 
all employees on entering the service upon receiving an appoint¬ 
ment or transfer to a position will receive at the start the minimum 
compensation, that they will receive increments of salaries annually, 
or at such other intervals of time as may be fixed, or under other 
fixed conditions until the maximum compensation attached to the 
position is reached. This is the system which largely obtains in the 
British civil service and is the one recommended by the Congres¬ 
sional Joint Commission on Reclassification of Salaries for adop¬ 
tion by the United States government. 

Another principle, which, but for the fact that is so often 
flagrantly violated in practice would hardly require statement, is 
that compensation for a given class of work should vary as widely 
as degrees of experience, skill, and responsibility involved in its 
performance. The greatest criticism to be brought against the 
compensation system of the national government at the present 
time is the extent to which there is a failure to meet this con¬ 
sideration. The policy seems to have been pursued of making the 
range of rales of compensation as narrow as possible, regardless 
of the character of work and responsibilities involved. 

Prior to the enactment of the Classification Act of 1923, the 
compensation system of the national government had as one of its 
greatest defects the payment of excessive salaries to subordinates 
and of inadequate salaries to those holding positions of superior 
rank. The act mentioned remedied this situation in so far as the 
inferior positions were concerned, but it failed to adjust the pay of 
administrative officers on a basis comparable with the rates prevail¬ 
ing outside the government for work of similar nature. 

Conduct of a Classification and Standardization Under¬ 
taking. From what has been given above it must be evident that 
the work of classifying and standardizing the positions and salaries 
of a government of any size is an undertaking of great magnitude. 
Particularly is this so in the case of such a government as that of 
the United States, whose personnel runs inio the hundreds of 
thousands and whose activities are on such an extensive and varied 
scale. So large a work is it, and so special its character, that it 
constitutes in itself a problem of administration. Due to this, and 
the further fact that the states and cities of the United States arc 
now, one after another, undertaking this work, it is desirable to 
discuss briefly the nature of this problem and methods which it 
is believed should be employed in its solution. 

The first point to be mentioned is that this work of classification 
and standardization cannot be done by operating services them¬ 
selves. If it is to be satisfactory, it must be undertaken by some 
agency standing outside of those services which can view the matter 
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objeclively from the standpoint of the government as a whole rather 
than the services individually. Such an agency is furnished by 
the bureau of general administration, when the government has 
such a service, by the Civil Service Commission, if that body has 
an organization and staff competent to handle the work, or by a 
commission specially created for the purpose. In view of the fact 
that few governments are able to meet the conditions that warrant 
the use of either of the two agencies first mentioned, the third, 
that of a special commission, is the one that, practically, should 
in most cases be employed. And this, in fact, is the method that 
has been adopted by most of the governments that have under¬ 
taken such work. 

Secondly, it is important to note that the work is of a highly 
technical character, requiring a specially qualified or trained per¬ 
sonnel for its performance. This must be evident when one con¬ 
siders the nature of the task involved in securing the data required 
for action, the critical examination of the.se data, the reaching of 
decision regarding the many alternatives between which a choice 
must be made in determining the service.^, classes, and grades of 
positions to be recognized and the compensation to be provided 
and finally, in the writing of the specifications for the individual 
positions. The securing or training of such a staff constitutes the 
first task of a reclassification agency.^ 

A decision having been reached regarding the agency to be 
employed, and that agency having assembled its technical and 
clerical staff, the next step is to secure the detailed data regarding 
existing employment conditions in the government under consi¬ 
deration. Concretely, this means securing information regarding 
the organization of the government and the nature of the work 
or duties of every employee comprehended within such organi¬ 
zation. Information regarding organization can be reidily secured 
by members of the agency’s staff specially detailed for that pur¬ 
pose, and be expressed in the form of organization charts or 
outlines of organization. To secure data regarding the work or 
duties of the individual employees, use must be made of the 
schedule or questionnaire method. This means that a question¬ 
naire must be drafted calling for all the information desired 
regarding each position, and provision made for having them 

is of interest to note that the performance of work of this clia- 
racter, as well as that having to do with other phases of public 
administration, is coming to be recognized as a profession. In the 
several Institutes and Bureaus of Government Bescarth there is now a 
considerable body of men thoroughly competent to undertake work of 
any character having to do with administrative methods. There are 
also a number of private firms specially organized to do work of this 
kind^ whose services have been largely availed of by tho v.irious govern¬ 
ments of the United States. 

F. 30 
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properly filled in. The information called for by these schedules 
can be supplied either by the employees themselves or by the sec¬ 
tion division, or bureau chiefs having the direction of such em¬ 
ployees. In most ca^es it is believed that the preferable method 
is that of having the employees fill in the schedules in the first 
instance and then revised by those in charge of their work. This 
is the method that was employed by the Congressional Joint Com¬ 
mission on Keclassificalion of Salaries with satisfactory results.® 

It is hardly necessary to say that the drafting of a proper form 
of questionnaire and instructions regarding the manner of its 
filling in. revision and return is by no means an easy matter. 

As this is a matter of such great importance it is thought worth 
while to reproduce the form of schedule used in one of the most 
important classification and standardization inquiries—that made 
by the Congressional Joint Commission, 1920.® 

CONGRESSIONAL JOINT COMMISSION ON RECLASSIFICA¬ 
TION OF SALARIES 

CL A SSIFIOATION QUESTIONNAIRE 

GEMETJAL STATEMENT.—Tlie (’oii^roysionjil Joint Gornniissioii on 
]i(‘(-.fassifi('nt ioii of So lories i.s ivitlj tlK* (lnt,v of rc*})orting wlirit 

of connioii.srGioii .should ])Ciiifido so us to provide uniform 
rtiid equil.Mlde puv for the siniu* oh;>r:u‘ter of ein])Ioymcnt throughout the 
district of (.’oluin!iif\,^" T(» os.sjst the Conimission In nsr/ertuiuing 
the ‘‘cdiarihdor of <'nipl()ynient ” in eueli i)ositioii in the servi(*e it reqiiesia 
that e:i<'h omphiyt'c furnish spo<*lfied iiifornuition (qiie.stions 1 to 22) re¬ 
garding his uwii pusilioji. The ininiedifitc snjKuior of each employee- 
is also j'ocjueslcd tn furnish cerlain informatiun ^questions 23 to 27). 
KEAI) A LI. QUESTI -JS s TIIf.OUGlT EEEOEE WRITING ANY- 
TIUNG. Then fill in t lie aisswor.s carefully, and finally rej-ead aJI ques- 
liuu.s and answei.s. Ejitlies must l»e inadc in ink or typewriting, TJiis 
card goes first to the employee, then to his immediate superior, who 
will ret in n it to the employee for final delivery to the Commission ’s re¬ 
presentatives. 

Name . 

Organization Unit. 

Pay-roll Title. 

Basic Salary. 

No.. 

SWJien a service is not t<»o larg<» this iiifonnatioii may be oldained 
through personal infei views with individual employees and their admi- 
nistrativf! snperi('rs This method i.<j advocated l)y pome personal 
experts as the ].refei a nil* <)ne to u. e where conditions i»ermit. It can 
also be u.sed in conjunction with the qne.stionnaive method in largo 
organize t ions. 

^’For another < J.'issi/l.nition form, .see Edwin O. Griffenhagon. Tlie 
Principles ajid Technique of Preparing an Occupational Classification 
of Positions in the I’ublic Hervice, Public Personnel Studiesy'i^ov^ixi' 
her,1924. 
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QUESTIONS BELOW TO BE ANSWERED BY EMPLOYEE 

(UeiLd all qiiesti()ji.s through bcrorc wriliug anything.) 
POSITION 

1. By what oceupatioiij iiaiiic!, or title, is voiir nosition usually rel'erred 

to?.‘. .■ 

PLACE OF WORK 

2. Where is your ottico or place of work? (a) .Building 

(2^)..St. or Ave. (c) Teletdioiie No.Branch.” 

3. Who is your immediate sux)orior?.His title?... 

DUTIES 

4. What ivork do you actually perform in your position? (Answer this 
question fully in the space provided on the other side of this card.). 

5. Do you hold any other Goveriiiiieiit x^osition?.If so. give titlo 

and ijlace of work. 

COMPENSATION 

6. What is your present rate of pay, exclusive of bonus? (a) 


$.tpop month 

j per day 
t per hour 

(b) .pfT yr. (c) Bonus? , 


7. Arc you paid for overtime work?-If so, at wlnt rate $... .per.. 

( Yes or No.) 

8* Do you receive any rcmuner.ation or allowances in addition to your 
s.alary, such as board, lodging, etc?. 

(Yes or No,] 

9. If so, state fully what they are. . . 

10. What supplies, uniform, or equix)mcnt, if any, are you required 

to furnish at your own expense?. 


HOURS OF WORK 

11. What arc your regular working hours? '(u)i Hour of beginning 

(b) Hour of ending. (c\ Minutes for Iun(*li?. 

(d) Net hours per week?. (e) Leave per year:. 

(1) Annual.'days; (2) Si(*k.days. 

12. Do you work overtime?.(u) If so, how often and du¬ 

ring what months?.(b). How many hours 

per day on the average on overtime days?. 

13. Do you work full time or part time in this position ?. 

SUPERVISORY RESPONSIBILITY 

14. Arc you responsible for the direction or £:upervisi()n of the work of 

others?.. 
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17 . 


(Yes or No.) 


If so how mfinyl.16. What is the aggregate of their 

annual salaries? $. 

List be’ow the titles or occupations of the employees under your 
superTision and indicate the number of each kind. 


PERSONAL DATA 

What is your age?.yrs........mos. 19. How long have 

you been in your present j^osition doing substantially the same 
work as that described in your answer to question 4? 

yrs.mos.Since. 

(Year.) 

At what salary did you start in your present position? 

{ per month, 
per day. 
per hour. 

How long altogether have you been in the civilian employ of the 
United States Government or of the municipality of the District 
of Columbia ?.yrs.mos. 

&5ince.22. At what salary did you first enter the 

(year.) 

( per month, 
per day. 
per hour. 

NOTE 

Before signing this certificate,, read over all of the questions and 
your nnswcrsf.ud make sure that you have given the information called 
for in eacl: case. After your immediate superior has made his notations 
on your card, and it has been examined by the Bureau or Division Chief 
it will be returned 1o you for your final signature and for delivery to the 
Commission '.s representatives. 

CERTIFICATE 

I hereby certify thfit my answers to all of the questions in this Ques 
tionnaire are in all respects correct to the best of my knowledge and 
belief. 

(Mr. 

Date.1919 Signed Mrs. 

(Mis.s 

(Sign Full Name.) 

QUESTIONS BELOW TO BE ANSWERED BY IMMEDIATE 
SUPERIOR 

(Read all questions through before writing anything.) 

23- What is the work actually performed by the employee to whom 
this Questionnaire is addressed? (Please answer this question 
fully in the place provided in the lower part of the other side of 
this card.) 


. 18 . 


20 . 


21 . 
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24. In your opinion is there any material difference of fact between 

the statement in your answer to question 23 and that given hy 
the employee in answer to question 4 ?. 

(Yes or No.) 

25. .1 £ so, in what essential respects do they differ ?. 


26. What qualifications do you think .opplicants who seek to T>e appoint¬ 
ed to this position should pos.sess ?.. 

(a) Ah to education ?. 


(h) As to length and kind of practical experience ? 


(c) As to personal characteristics ? 


27. Have you road all tho answers made by the employee to whom this 
Questionnaire Is addressed ?. ..... 

(Yes or No.) 

Signed .. 

Title .. 

Name of Office or Section. 

EXAMINED DY : 

.Date.1919. 

(Bureau or Division Chief.) 

CLASSIFICATION QUESTIONNAIRE 

STATEMENT OE DUTIES AND WORK 
PERFORMED 

TO THE EMPLOYEE 
(See question 4 on other side.) 

Describe your work by listing the various tasks you perform. List 
your regular duties first and your special or occasional duties last. Ex¬ 
plain each task in a separate paragraph and make your description as 
detailed as space w^ill permit. Number each paragraph and in ihc 
columns to the left show the hours per day or days per month or the per¬ 
centage of your total time that you estimate you give to each duty in 
the normal course of your work. Not only the successful progress of 
the work of this Commission but the proper classification of your own 
position depends largely on the completeness and correctness of your 
description of your work. After you have completed your statement, 
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draw an oblique line through the remaining space. If you need more 
space, attach a separate sheet. 
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CONDUCT OF STANDARDIZATION INQUIRY 


TO THE IMMEDIATE 8UPERIOB 
(See question 13 on other side.) 

Give a enreful find eompTeto stalCTnont of the duties of the position 
to which this eanl apjdips. Describe specifically the work actually per- 
forniod by the cnqdoree. Talnilate in separate jiarajrraphs the items that 
go to nijiko up tie' work. Indicate in each i-a^^e what percentage of 
the total time of IIm* incuinijeni ^s givon t(» eadi task in the ordinary 
(•oursi* of liis work. After you li;,\e eoinpb tcd your statement, draw 
all oldique hue through the reniain’ng spaci* ; and return this card 
to the employee. Ask him to return llic card to the Commission ro- 
preseuta tires. 


TO THE EMPLOYEE 

tNOTE:—When this card has been returned to you l>y your imme¬ 
diate superior, fill out the questions below and deliver the card to the 
Commission representatives.) 

28. In your opinion, is there any material difference of fact between 
the statements of your duties given in answer to questions 4 and 23? 

.29. If so, in what essential rc.Tpects do they differ ? 

(Yes or No.) 


Signed:. 

(Employee.) 
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II will be noted that this form calls for considerable data re¬ 
garding other matters than those pertaining strictly to classification 
and standardization. This is due to the fact that the inquiries had 
to do with other problems of personnel as well as that of classifica¬ 
tion. If the inquiry relates strictly to the latter point alone, many 
of these queries may be omitted and the forms correspondingly 
shortened and simplified. 

With the information furnished by these questionnaires in hand, 
the reclassification agency then has the task of determining what 
positions should be recognised in the classification to be recom¬ 
mended by it, the classification of these positions into a hierarchy 
of distinct services, the writing of the specifications for each of 
these positions, and the determination of the compensation that 
each shall carry. 

Installation of Classification System. —Having determined 
the different positions comprehended by the personnel system 
being classified there is presented the problem of installing this 
system. This consists in the assignment or allocation of the exist¬ 
ing personnel to the particular positions that they should have 
under the new scheme and the making of the necessary readjust¬ 
ment of pay. 

It is hardly necessary to point out the difficulties that the ac¬ 
complishment of this task presents. Theoretically, all that is re¬ 
quired is to make an examination of the nature of the woik and 
existing compensation of each employee, his or her length of ser¬ 
vice, per.sonal qualifications, etc., and,on the basis of this informa¬ 
tion, to determine the particular position in the new scheme that 
he or she should occupy. Actually any such procedure would 
require the readjustment of so many salaries, many of which, unless 
the cost of personnel compensation is to be increased, would lake 
the form of reduction of compensation, and would thus entail 
such hardships on the existing personnel vdio were in no way 
responsible for defects of the old system, that its unqualified use 
could hardly be entertained. 

In view of this, the proper method is to establish for each service 
the scheme of positions that it should have, and to assign its exist¬ 
ing personnel force to such positions, with the proviso that where 
an employee was receiving a compensation in excess of that carried 
by the position to which he was assigned he should continue to 
receive such conipcnsalion, but that all new appointments should 
be made at the new rale. 1 he result of this procedure would be 
that some time would elapse before the new system, in so far as 
standardization of salaries is conceined, would be fully installed. 
There would, of course, be cases where the ccmpensalion being 
paid was so grossly excessive for the work to be done that it 
should not be allowed to continue. The agency having responsibility 
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for performing the work of installation should accordingly have 
authority to handle such cases upon an equitable basis. 

The adoption of the procedure above outlined is desirable not 
merely from the standpoint of avoiding the hardships to existing 
personnel through the undue reduction of their compensation, but 
also in order to meet another practical difficulty. In allocating em¬ 
ployees to particular positions it is certain that every effort will 
be made to do so in such a way that these employees will not have 
their salaries reduced. Unless the provision is made that, as a 
general rule, employees will continue to Receive their old salaries 
where such salaries are higher than those under the new system, 
many cases will occur where the position itself will be given a 
higher grade or standing than is warranted by the nature of the 
duties pertaining to it. This, manifestly, would be more injurious 
to the interests of the government than the payment of the higher 
salary, since such allocation of positions would be permanent, while 
the payment of the higher salary would continue only so long as 
the particular employee receiving the higher salary occupied that 
position. To sum up, while an exact allocation of position and of 
personnel to these positions can at once be made, exceptions must 
temporarily be made in respect to the bringing of all salaries to the 
standardized system called for by the new system. 

Another feature of the work of installation of the new system 
is that of determining the agency or agencies that shall make the 
installation; that is determine the allocation of positions, assign¬ 
ment of personnel to these positions, and reridjustment of compen¬ 
sation. Manifestly, the directing heads of the several services must 
co-operate in this work, since they have the most direct knowledge 
of the employment needs of their services and the qualifications of 
their employees. The matter cannot, however, be left solely in their 
hands for two reasons. In the first place, it is to their interest to 
secure the highest grades of positions possible under the new sys¬ 
tem. Unless controlled, it is certain that a too liberal interpretation 
will be made of their needs for high grade positions and a too great 
effort will be made to protect the interests of their existing per¬ 
sonnel. Secondly, if each service is allowed to handle this matter 
for itself, one of the chief ends sought by the whole undertaking, 
that of standardization of employment conditions throughout the 
government, will not be attained. 

Due to this, it is essential that final authority in respect to the 
work of allocation shall be vested in some agency which is itself 
not an operating service, but represents the interests of the govern¬ 
ment as a whole. The ideal agency for this purpose is the one that 
has made the classification and standardization inquiry, since this 
is the one that is not only familiar with all the features of the new 
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system but already has in its hands detailed data regarding existing 
employment conditions. In performing this duty, it works in two 
ways : it can either make the allocation in the first instance and 
submit the results to the heads of the several services for criticism 
and suggestions before taking final action ; or it can have the alloca¬ 
tion made first by the services and then make such revision of the 
work as it deems proper in order to correct what, in its opinion, 
are errors of judgment and to bring the whole system to a common 
standard. Which of the two methods is preferable will probably 
depend upon the particular conditions obtaining. In all cases, more¬ 
over, it is probably desirable that an opportunity should be given to 
employees who believe that they have not received proper treat¬ 
ment to be heard in their own behalf. 

In some cases when the reclassification inquiry has been con¬ 
ducted by a specially created committee or commission, it is not 
found practicable to continue the life of this body for this purpose. 
When the condition obtains the wmrk of installation should be 
entrusted to an existing permanent agency. For this purpose the 
most logical choice is the Civil Service Commission, since that is 
the body which has general responsibility in respect to matters of 
general personnel administration and presumably will have direct 
supervision over the operation of the new system after it is put 
into force. 

Administration of Classification System. With a classification 
system devised and installed there is presented the problem of its 
administration. Reference is here made, not to the current use of 
the system as a basis for the recruitment of employees, the making 
of promotions, and the handling of other personnel matters, but to 
the keeping of the system itself to date. One of the prime requisites 
of the system is that it shall have flexibility; that is, that the pro¬ 
visions of law or regulations governing its use shall p ovide the 
means through which it may be currently revised to meet new or 
changing conditions. The necessity for such changes arise from 
two major causes: fundamental changes in the cost of living or 
other conditions that make it desirable that the whole schedule of 
compensation shall be modified; and special changes affecting par¬ 
ticular positions. .Among the latter the most important are those 
due to the adoption of new mechanical devices which may alter 
the whole character of important classes of work, and entrance of 
the government into new lines of work calling for the employment 
of a technical personnel that may not be provided for by the 
classification as first adopted. Finally, it is to be recognized that 
it is impossible in the case of such a complicated undertaking as 
that of devising a classification to reach perfection at the start. It 
is certain that the system as first devised will develop defects as 
soon as the attempt is made to pul it into practical operation. 

t. 31 
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It is to be presumed that the adoption of the system will be 
brought about by legislative act. To avoid the necessity for con¬ 
stantly resorting to the legislative branch for further action, the 
act establishing the system should vest authority in some adminis¬ 
trative agency to make the changes required in order to eliminate 
defects and take account of new conditions. As one of the leading 
experts^ in this branch of administration has expressed it in an 
unpublished manuscript to which the present author has had access, 
''Unless the classification and the salary scales are progressively 
modified and unless some central administrative agency is exercis¬ 
ing a continuous supervision to secure uniformity in application, 
the tendency will be for the government to lapse into something 
approaching its present condition with gross inequalities in pay¬ 
ment for like services and with no close relation between compen¬ 
sation and value of service.’’ 

In general, there can be little doubt that the agency that should 
be made use of for this work of current revision is the Civil Service 
Commission. In the case of the national government, considerable 
difference of opinion developed in respect to this point, as to 
whether this duty should be entrusted to the Civil Service Com¬ 
mission, the Bureau of the Budget, or the Bureau of Efficiency. 
The outcome of this difference was a compromise, the reclasifica- 
tion act providing that the elaboration and installation of the system 
should be entrusted to a specially created Personnel Classification 
Board, composed of the head or a representative of each of these 
three agencies. This provision, like most compromises, has worked 
badly in practice. There is, consequently, a strong demand that this 
provision be repealed and the work entrusted to the Civil Service 
Commission. It is much to be hoped this action will be taken. 

Movement for Classification and Standardization of 
Public Personnel in the United States. In view of the impor¬ 
tance of this work of personnel classification and standardization, it 
is a matter of congratulation that the need is now generally recog¬ 
nized by students of public administration and that substantial pro¬ 
gress is being made. To Chicago belongs the credit of the inaugura¬ 
tion of the movement in the United States. The Civil Service Com¬ 
mission of that city, after calling attention in various of its annual re¬ 
ports to the need of a scientific determination of the compensation of 
public employees, received the authority and in the year 1909-1912 
succeeded in working out and having installed the first satisfactory 
system of classifying and standardizing the personnel of a governing 
body in the United vStates. The work immediately attracted wide¬ 
spread attention, and similar efforts were made by a large number 
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of other public bodies. The best brief statement of the movement 
thus inaugurated is given by Mr. Telford, in his article “The 
Classification and Salary Standardization Movement in the Public 
Service,” and we cannot do better than reproduce his summary.^ 
After describing the work of the Chicago Civil Service Commis¬ 
sion. he says. 

In practice, the duties, cIa.s.silicatioii and the salary 
standardization in the City of Chicago proved to be very 
snceessPul. Quite naturally the essentials were quickly copied 
in nearby jurisdictions. By the end of 1911, similar plans 
had been worked out and put into effect in Cook t'ountiy 
(in which Chicago is located), in the West Park, Lincoln 
Park, and South Park systems (all in Cliicago), and in the 
State of Illinois. By 191.5 the idea had reached the Pacific 
coast, as was evidenced by the development and adoption of 
classification and compensation i)lans in the Citj’ of Oakland 
and in Los Angeles Counti-y. In the same year^ Pittsburgh 
in the oa.st saw the light, while by 1916 large and extensive 
studies of this kind had been undertaken, carried through, 
and reported upon for New VTork City and New York State, 
though in neither of the last two jurisdictions were the plans 
recommended formally adopted and fully put into effect. 

Towards the end of the war, employment and economic 
conditions were such as to give a great impetus to the whole 
classification and salary standardization movement. The 
cost of living was going up by leaps and bounds and adjust¬ 
ments in the salary and wage .scale in the public service be¬ 
came imperative. In a number of jurisdictiorrs, the respon¬ 
sible authorities, who previously had been indifferent, per¬ 
ceived that the best way to handle the matter of adjusting 
compensation for employees in the public service was to 
work orrt a soirnd compensation plan and to make salary and 
wage adjustments in a scientific m.nrner instead of allow- 
irrg horizontal irrereases which could only result in perpetuat¬ 
ing and even accentuating existing inequalities. Among 
these jurisdictions where studies w'cre made were the State 
of Ohio (1917), the City of Milwaukee (1917), the City of 
Cleveland (1917), the City of New Jersey (1918), the 
Country of Milwaukee (1918), the City of St. Louis (1918), 
the State of Massachusetts (1918), the Dominion of Canada 
(1919), and the Government of the United States (1919). 
In all of these, except the Goverurment of the United States, 
classification and compensation plans were adopted for all 
or large parts of the service, 

SAimals, May, l?24. 
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Even after the eoinpelling motive of war-time and post¬ 
war conditions was removed, the movement coni iii'Ued. 
Among the jurisdictions that have recently given attczitiou 
to classification and salary standardization maltcr arc: the 
City of Bidtimore ; the State of Maryland; numerous cities 
and countries in New Jersey; the State of Pennsylvania; the 
City oT Cincinnal i; the State of ( aliforni.a; the City of Los 
Angeles; the City of Fresno; the City of Bufi'alo; the State 
of New York ; ilie (’ity of Philadelphia; the Oily of Mon¬ 
treal :11io ])rovincc of Ontario, the City ot' Detriot and 
the State of Colorado. 

At the present lime, it can faii-ly be stated that there is 
no large jurisdiction in tlic Viiitcd States winch handles cm- 
])loyment matters through a central agency tliat is witliout a 
duties classilicaiion for large ]>ortioi'is of the service; in 
addition, at any given time some liali dozen jurisdictions 
are engaged in making their classification of the service 
more effective through studies and investigal ions or arc 
considering.the development of new plans. 

To the foregoing may be added the extremely important work 
done by the Congressional Joint Commission on Reclassification of 
Salaries, which reported in 19l0, which led to the passage of the 
Classification Act of 11)211 and the reclassification of federal em¬ 
ployees upon a large scale^ 



CHAPTER XVIil 

RECRUITMENT OF PERSONNEL 


In the three chapters immediately preceding we have dealt with 
what may be termed the structural character of a proper personnel 
system. We now pass to a consideration of features of the per¬ 
sonnel problem having more directly to do with the operation of 
this system. 

Analysis of the Problem. In the practical operation of a pei- 
sonnel system the first step is that of the piocuremenl, or, to use 
a more technical term, the recruitment of the employees needed. 
This feature comprehends a number of elements which, for pur¬ 
poses of consideialion at least, may be distinguiehed as follows: 

1. Location of the appointing power. 

2. Recruitment from within versus recruitment from without. 

3. Qualifications required of public officers and empJoyees. 

4. Methods of determining qualifications. 

5. Administrative machinery for determination of qualifications. 

The nature of the problems presented in respect to each of 
these elements can best be set forth by indicating the alternative 
lines of action and between which a choice must be made. 

Location of the Appointing Power. The determination of the 
authority in whom shall be vested the selection of public officials 
constitutes one of the most essential features not only of a per¬ 
sonnel system, but also of the political system generally. The 
location of this power is determined, in broad lines at least, in the 
constitution of all states. 

The first decision to be made in respect to the selection of per¬ 
sonnel is the extent to which the selection of public officials shall 
be vested directly in the hands of the people and exercised through 
some elective process, or shall be entrusted to some officer or organ 
of the government proper. The issue that is presented is not wholly 
one of efficiency in the sense of securing a technically competent 
corps of officials. The primary consideration is, rather, one of 
political control. 

In respect to this issue, two schools of political thought may be 
distinguished. One holds that real democracy, that is, a real direc¬ 
tion and control over the conduct of public affairs, can only be 
secured where all important officers of government are selected 
directly by the people through the use of the ballot. Coupled wilfi 
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this is usually the belief that terms of office should be short or that 
the commission of officers may be withdrawn by the voters through 
the use of the device known as die “recall.’’ The other holds that, 
whatever may be the theoretical advantages of this system, in 
practice it can only work badly; that, in fact the people are in¬ 
competent to make a wise choice where any considerable number 
of officials have to be selected; that experience has shown that in 
making their choice they will be influenced by personal and other 
considerations which should have no weight; and that only a com¬ 
paratively few positions, in the administrative branch of govern¬ 
ment at least, are, of a character requiring such an exercise of dis¬ 
cretion or policy-determining decisions as make it desirable that 
their incumbents should be subject to political as distinguished 
from legal or administrative control. This school, therefore, holds 
that only the comparatively few officers such as members of the 
legislature and the chief executive, whose functions are clearly 
political and policy-determining, should be selected directly by the 
people through the ballot, and that all other officers should be 
selected by them through the process of appointment. It is evident 
that these two schools represent adherence to the two schools of 
political thought which have as their ideals democratic and repre¬ 
sentative government, respectively. 

It would be out of place to attempt any consideration here of 
the relative merits of these two types of government. It is proper, 
however, to point out certain fundamental considerations which are 
involved in this issue, particularly as they have a bearing upon the 
question under consideration. The first is that the arguments in 
favour of the democralive type are stronger, the smaller the unit of 
government and the more directly its operations touch the ordinary 
life of the people; while they become progressively w/eaker, the 
larger the government and the more remotely or indirectly its 
operations concern the people in their ordinary life. The demo¬ 
cratic principle under which voters select directly by ballot their 
chief officers is thus, far more applicable to local government than 
to a state or the national government. 

Secondly, a clear distinction should be made between those 
officers whose functions are of a political character, that is, having 
to do with the formulation of policies, and the exercise of executive, 
as distinguished from administrative, powers and those whose duties 
are purely of an administrative character. In any government of 
a popular type it i.s quite proper that those falling in the first 
class should be selected by the people by ballot. There is no argu¬ 
ment in favour of the selection of those falling in the second class 
by this method. From the very nature of their duties these offices 
should be administered, not only in a non-partisan manner, but free 
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from outside political or personal control. In large part the duties 
are of technical or special character, calling for previous train¬ 
ing or experience for their performance. These considerations can 
only be met when the officers are specially selected through the 
process of appointment, with a view to their qualification for the 
posts to which they are to be appointed, and when they have inde¬ 
pendence of outside influence combined with permanency of 
tenure and when they can depend upon a system of promotion 
based upon merit shown in the performance of official duties. 

Finally, it should be noted that the power to select and dismiss 
officers constitutes butene method of control. Other equally and 
under certain conditions, more efficient means exist in the power, 
that citizens have to appeal to the courts to secure indemnification 
for damages caused them through misuse of administrative powers, 
to restrain officers from exceeding their powers or to compel them 
to comply with their legal duties; in the requirement that officers 
shall keep proper records of all their official acts and render such 
reports as will give proper publicity to all such acts. 

In respect to this issue, the United States has gone through three 
phases. At the outset our governments, federal and state, were 
established upon distinctly the representative basis. This was fol¬ 
lowed by a period of Jacksonian democracy, in which the attempt 
was made to give to these governments a more democratic charac¬ 
ter in the sense of greatly enlarging the direct participation of the 
people in the conduct of government affairs. Two phases of 
this government were the establishment of the spoils system and the 
carrying to an extreme limit of the system of having officers of 
government, even those of a purely non-political and administra¬ 
tive character, selected by ballot. At the present time we are in the 
midst of a period in which the political and administrative evils of 
this system have become so apparent that there is a strong move¬ 
ment to revert more or less to early conditions. This finds expres¬ 
sion in the movement for civil service reform, and, as regards the 
particular matter under consideration, for the establishment to what 
is known as the ‘‘Short Ballot,’* that is. to a system where only 
officers whose duties are distinctly of a representative or political 
character are selected by means of the ballot and all other officers 
are s leeted by appointment. 

With the objects sought by these movements the writer is in 
thorough accord. He considers their accomplishment as vital if 
thoroughly efficient personnel systems are to be secured by our 
governments. It is fortunate that this condition obtains in the case of 
the national government where the only elective officers are those 
of members of Congress, the President, and the Vice-President. 
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Much remains to be done, however, to bring our state and local 
governments to this basis. 

Having reached a decision regarding the extent to which public 
ofScials shall hold office by election or by appointment, the prob¬ 
lem is then presented of determining the organ or officer in whom 
shall be vested the appointment of the officials to be selected in ihi. 
manner. The principle of the separation of powers, rigidly con¬ 
strued, carrier with it the implication that each of the three great 
branches of government should have the selection ol their officers 
and employees. In the United States this principle, however, is vio¬ 
lated through the requirement that the designation of many of the 
more important executive or administrative officers by the chief 
executive does not become effective until approved by the upper 
branch of the legislature. The Constitution of the United States, 
thus provides that the President ‘‘shall nominate and by and with 
the advice and consent of the Senate, shall appoint ambassadors, 
other public ministers and consuls, judges of the supreme court, 
and all other officers of the United States, whose appointments are 
not herein otherwise provided for, and which shall be established 
by law; but the Congress may by law vest the appointment of such 
inferior officers as they think proper in the President alone, in the 
courts of law or in the heads of departments. The President shall 
have power to fill up all vacancies that may happen during the 
recess of the Senate, by granting commissions which shall expire 
at the end of tiieir next session.’* 

It wull be seen that this provision make;* a distinction between the 
act of nomination and that of appointment of officers. The former 
is performed by the President, the latter, in the case mentioned, 
jointly by the President and the Senate, in point of lacf, however, 
the Senate has so stretched its powers as practically to usurp, in 
all but a relatively few cases, the nomination as well as the con¬ 
firmation of appointees. It has, as is well known, gone further 
than this and, in effect, allotted the selection of appointees to the 
individual senators for the states in which the offices to be filled 
are located. It has done so by establishing the convention that no 
nomination of the President will be approved to which the Senator 
of the state in which the office to be filled is located declares that 
he is opposed. It is an ordinary occurrence to read in the papers 
that such and such a nomination has been rejected by the Senate 
because the Senator interested has stated that such nomination w^as 
personally objectionable to him. To avoid this, the custom or con¬ 
vention has developed of the President’s conferring with the Sena¬ 
tors before making the nominations in order to assure himself that 
the men he has in mind for nomination will be acceptable. Or. 
going further than this, he has turned over the selection of nomi' 
nees to field positions to the Senators, with the result that in 
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practice the nomination of candidates has been transferred from 
his hands to theirs, though he still retains the negative power of 
rejecting names proposed to him by Senators and of asking them 
to make new selections. 

In like manner, though not based upon any constitutional or 
statutory provisions such as exist in the case ol the positions we 
have been considering, the convention has developed of the Presi¬ 
dent's consulting with members of the lower house and leaders of 
the political organization to which the President belongs, in respect 
to the nomination of persons for certain classes of offices. Here, 
loo, this practice has gone to the extent of vesting to a considerable 
extent in the hands these persons the actual selection in the first 
place of the persons to be appointed. Ihere has, thus, arisen the 
system known as “political palronge/’ since this privilege of 
selecting persons for nomination by the President is only enjoyed 
by members ol Congress and officers of the party organizations 
belonging to the same party as that of the President. 

It is hardly necessary to point out how completely this practice 
subverts the intention of the Constitution and dc3^s violence to the 
principle of separation of powers. Nor is it necessary to debate 
upon the evils that have resulted from it. Originally intended 
merely as a check upon the arbitrary and possible misuse of power 
by the President, the provision requiring, or making possible the 
establishment hy law of the requirement, that important appoint¬ 
ments shall only be made with the approval of the Senate, has 
been distorted so as to destroy or seriously curtail the legitimate 
power of the President to select administrative officers and to bring 
into existence a highly developed spoils system. 

The remedy for this situation lies along several lines: the 
development in the community of a public opinion that will not 
sanction this abuse; the display by Presidents of greater determina¬ 
tion in resisting the demands of Senators, Members of Congress, 
and political leaders; the reduction to a minimum of the cases in 
which nominations by the President require the approval of the 
Senate; a like reduction in the cases in which appointments are 
made by the President by vesting the appointment of subordinate 
officers in the hands of departments and bureaus; and the ex¬ 
tension of the system under which selections for appointment are 
made through examinations and other means for determining the 
technical qualifications of candidates. 

The importance of taking the action above outlined in order to 
secure an efficient personnel is such that the late President's Com¬ 
mission on Economy and Efficiency, made it the subject of a 
special report, which report was transmitted by President Taft to 
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Congress with his approval.^ In this report the commission sum¬ 
marized in compact form its recommendations regarding the 
specific action that should be taken. The importance of these 
recommendations, going as they do to the very roots of the system 
that should prevail in respect of the selecting power warrants 
their reproduction in full. They read as follows: 

The Commission reeommends: 

1. That it be provided by law that all assistant secre¬ 
taries of the excentive departments, now appointed by the 
President by and with the advice and consent of the 
Senate, shall bo appointed by the President alone. 

2. That if the foregoing reeommendation is adopted 
one of the assistant secretaries in each department to whom 
shall be given the duties of an under secretary or general 
business manager, shall be placed in the competitive classi¬ 
fied service. 

3. That it bo provided by law that all heads and assis¬ 
tant heads of bureaus and offices in the executive depart¬ 
ments, who arc'liow appointed by the President by and with 
the advice and consent of the Senate, shall bo appointed 
by the President alone. 

4. That if the foregoing recommendation is adopted the 
positions of heads and assistant heads of bureaus be placed 
in the compelitiVC classified service and that the President 
in rosfieci to such bn j cans cause to be eml>odied in regula¬ 
tions the special (jual ifications Ibal must be possessed by 
persons in order to be eligible for appointment to such posi¬ 
tions. 

r». That it be provided by law that all officers in the 
cxeentive at civil service Washington, whoaie now appointed 
by the President by and with the advice and consent of the 
Senate, excepting assistant secretaries of executive depart¬ 
ments and heads of buieaus and offices in the executive 
dei)artmen1s, shall bo ap[)ointed by the head of the depart¬ 
ment or other^government establishment to which they are 
attached. 

6. That it be provided by law tliat all local officers 
under any of the executive departments (such as customs 
officers, internal-revenue officers, post mast ers, marshals, 
supervising inspectors in the Steamboat-Inspection Service, 
commissioners oj: immigration, registers and receivers of 

^'Methods of Appointment,'^ Message of tlie President of the 
United Rtates Traii.sinitling Kepdrts of the Commission on Economy 
and Efficiency, April 4. 19'2. 09 Cong., H. doc. 670, 
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district land officers, surveyors f^eneral, pension agents, etc.), 
who are now appointed by the President by and with the 
advice and consent of the Senate, be appointed by the 
President alone. 

7. That if the toregoiiig recommendation is adopted, 
such positions be placed in the competitive ctassified service 
and llial the President in res])cct to each class of such posi¬ 
tions cause to be embodied in regulations the special quafi- 
ficalions that mTist be possessed l)y persons in order 1o be 
eligible for appointment to such positions. 

8. That all acts of Congress which prescribe a fixed 
term ot a given number of j^cars for any officers in the exe¬ 
cutive civil service of Ihe government at Washington or in 
the field be repealed. 

Finally the commission has in this report called atten¬ 
tion to the ])()wers possessed by the Pi esident, under section 
l75o of the Itcvised Statutes to provide qua ifications for 
entrance into the civil service of the Hnited States and 
suggests that these powers, which have already been exer¬ 
cised 311 the case of consuls, be exci'cised as weii in the case 
of other offieoi*s now appointed by the Pj*esiderit by and with 
the advice and consent ot the Senate, who are now appoint¬ 
ed without any formal examination of their qualifications. 

Space does not permit of any extended discussion of the argu-* 
ments that can be brought forward in support of these recommen¬ 
dations. A few words should, however, be said regarding one or 
two points. The first is that these changes, if made, would result 
not only in a more efficient personnel but would also bring with 
lliem many incidental benefits. They would bring about a great 
purification of our political life, relieve Members of Congress 
of the task of seeking to secure positions for their constitu¬ 
ents. thus permitting them to devote their time and attention more 
largely to their legislative duties, strictly speaking, and, in like 
manner, shift from the shoulders of the President the burden of 
selecting men for subordinate positions which now make such a 
great draft upon his time and energies, while at the same time 
making more definite his responsibility for the selection of those 
important officers, the appointment of which should remain in his 
hands. Desirable under any conditions, this change is specially 
desirable in view of the passage of the Budget and Accounting 
Act, 1921, which enlarges so greatly the responsibilities of the 
President as the real directing head of the administrative branch 
of the government. 

Secondly, these recommendations, though all calling for action 
that would represent a great improvement over existing conditions. 
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do not go as far in the way of vesting the appointing power in 
the hands of the officials directly responsible for the work of the 
appointees as, in the opinion of the writer, is desirable. It will 
be observed that they still leave in the hands of the President the 
appointment of the thousands of officers placed in charge of the 
offices in the field establishments of the several services of the 
government as well ns many other offices of intermediate rank at 
Washington. This, it is believed, is a mistake. The correct prin¬ 
ciple, as regards the location ol the appointing power,, is that the 
officer having immediate direction of the appointee should be 
responsible for his appointment. 

Under this principle, rigidly construed, the appointing power 
of the President as legaids the administrative branch would be re¬ 
stricted to ‘•a:iiba<isadors. ether public ministers, and consuls/* 
the appointment of whom is vested in him by the Constitution, the 
heads of executive departments and the member.; of the various 
independent boards and commissions. Assistant secreiarier. and 
chiefs of the bureaus and divisions constituting the primary units 
of organization of the departments would be selected by the de¬ 
partment heads, while all other appointments would be made by the 
bureau and division chiefs or their immediate subordinates. That 
this i.s a logical distribution of the appointing power, is evident, 
since it is difficult to hold an officer responsible for the conduct of 
the work of an organization if he is not to have a substantial voice 
in the selection of hi.s chief assistants. Such a distribution, more¬ 
over, has the added advantage of relieving higher officials from 
much of the burden of pas>ing upon the relative qualifications of 
applicants for po.>ition.« Under present condiiions this work makes 
a great clraf- upon the lime and energy of the.se officers. The close 
relationship between this que.stion of the location of the appointing 
power and the extension ol the merit system, as has been advocated 
to all administrative positions that do not have a political character 
or call for peculiarly close, personnel, and confidential relations, is 
evident. If such an extension is effected, it would follow almost as 
a matter of course that the appointing power should be located as 
here recommended. 

The following cb?ervalions of Mr. Mayers, in his work dealing 
with the federal personnel system regarding this question are of 
interest as showing conditions in the national government and the 
manner in which this matter of the location of the appointment 
power should be handled, After commenting upon the appointment 
power ol the President, he says:^ 

2Le\vis Mayors, Tile Federal Service: A Study of tlic System of 
Personnel A drn ini strut ion of the United States Government, Jnstitute 
for Government Studies in Administration, 1921, pp, 1.'>T-1C3. 
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As to ^^employces and agents,’’ it is the general rule 
that such persons, unless the statute providing for their 
employment otherwise directs, shall be appointed by the 
heads of departments. With respect to some of the field 
employees, including even some who might be regarded 
as '‘officers’' (for example, deputy marshals, deputy collec¬ 
tors of inlernal revenue, cic.), the statute has provided 
that appointmcnl shall be by the local chief officer, but 
again ecrlain field emi)ioyces are by law to be appointed by 
the head of the bureau in Washington. 

The net effect of the scheme of distribution of the 
appoint ing power just outlined may be illustrated by apply¬ 
ing it to a single ty|)ical service as, for example, the Inter¬ 
nal Revenue Service, which is a bureau of the Treasury. 
Tlic Commissioner of Internal Revenue is appointed by the 
President with the advice and consent of the Senate. His 
subordinates at AVashington from highest to lowest are ap¬ 
pointed by the Secretary of the Treasury. Passing to the 
field establishments of the service, the collector in charge 
of each collection district is appointed by the President 
with the consent of the Senate; while the subordinate per¬ 
sonnel, the deputy collectors, clerks, etc., are appointed in 
part by the eommissionei* at Washington, and in part by the 
collcctoj'. 

* 

In the interests not merely of administrative simplicity 
and decentralization, but of reinforcing the merit principle, 
it is deshable that, in every case in which appointment by 
the head of the dei)ai1mcnt (and the power over other per¬ 
sonnel matters which usually go with appointment) is not 
required by the Constitution, it should be vested in the 
bureau chief. 

Consistency would seem to demand that the appoint¬ 
ment of all subordinate personnel in local offices should 
be vested in the hands of the ehie of those local offices. 
Two considerations, however, must be kept in mind in this 
connection. In the first place, almost all the chiefs of local 
offices are at the present time purely political ajipointees 
of a type peculiarly subject to improper partisan and per¬ 
sonal influences. For this reason it may be best at present 
not to allow them to exercise, uncontrolled by Washington 
the power of appointment of their local subordinates. An¬ 
other factor is that in not a few of the services the local per¬ 
sonnel is regarded as eligible ^for transfer from one locality 
1o another iiiid this is u practjcc which on all accounts should 
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be encouraged and strengthened. Where this is the case 
the local personnel is to that extent not merely local but 
a part ol! the ))crsonncl of the entire service and the dis¬ 
cretion of tlje local officej* in the conirol o£ this personnel, 
therefore, may i)i‘opej‘]y bo subjeci to central icview. In 
the light of tliese considerations, the present practice in 
retaining the appointment of certain classes of local em¬ 
ployees in the hands of the head of the service at Wash¬ 
ington, though the initial selection remains with tlie local 
officcj', seems well advised. 

Recruitment from Within versus Recruitment from 
Without. Scarcely second in importance, as determining the fun¬ 
damental character of the recruitment system of a government, to 
that of the l ocation of its appointing power, is the extent to which 
this system is ba: ed on the principle of filling all superior positions 
except those having a political or semi-political character, or which 
are of a peculiarly close confidential or personal character, by pro¬ 
motion from below instead of by original appointment of persons 
not holding office. This principle, which is sometimes designated 
as that of recruitment from within in contrast with that of recruit¬ 
ment from without, is one the importance of which cannot be 
exaggerated. As the author of what is undoubtedly the most 
thorough study of the personnel system of the national govern¬ 
ment, or, for that matter, of the personnel system of any govern¬ 
ment, has expressed il:^ 

Methods of selection arc basically two in number— 
selection from withoul the service, or )*ecjuitment, and 
selection I'j om within the service, embracing reassignment 
and j)ioinot ion. The problem goes, howcvei*, much deeper 
than the mere IcchnicaJ choice between detailed methods. 
It goes to the nature of the whole i^iersonncl system. Upon 
its answer, as much as upon any other factor, and perhaps 
more depends the attractiveness of the service, the ultimate 
calibre of tlio pcisonnel i-eeruited and i ctained and its 
moral. If compensation standards be regarded of the 
foundation of the personnel system, the lines of promotion 
and the levels of i*ecrnitment constitute its framework. 

In the work from which the foregoing was taken, the author 
devotes an entire chapter of eighty-two pages to a consideration 
of the relative merits of these two systems as applied to the nation¬ 
al government of the United States and the conditions under which 
one or the other of the two should be and are applied. What is 
here given is almost wholly based on that chapter, and when the 
author is not directly quoted hi.s discussion is paraphrased, 
s/bir/., p. 2 irj. 
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The position taken by this author, in which the present writer 
fully concurs, is that the principle of recruitment from within, 
that is, by promotion, is the one that should be adopted in all cases 
where it can possibly be applied. The arguments in favour of this 
position, as well as those which can be brought against it, are so 
effectively and fairly stated that we feel justified in quoting at 
sonoe length. He thus says;^ 

The obvious reason why the lostiiction of soieetion to 
those ill the service may be tirged as a matter of princiyile 
is that it increases the oxiporlunily for advancemoni within 
the service, and still more, that it gives those in the service 
a definite assurance that under given conditions advance¬ 
ment will come. The anticipated I'csults in terms of a 
better class of personnel roernited and letaincd in the 
lower lanks, and a better morale, are obvious, (treat as 
is the desirability, in any personnel system, of multiplying 
and widening the avenues for advancement to the greatest 
extent possible, it IS especially necessary in the personnel 
system of governments where at best the opi^ort unities for 
advancement arc not apt to be as great as in [)rivale under¬ 
takings. 

Almost as important as the frequency and adequacy 
of oppoitunity for advancement is its certainty. It is in the 
highest degree desirable, in a w'Oll-establishcd servic(\ that 
the personnei should have a definite assurance that, 
unless an extraordinary reason compels a resort to 
outside selection, vacancies in the higher grades will be 
filled from within the services Such an assurance, by 
making definite the vague expectation of promotion as a 
reward for faithful and zealous service, is of immeasur¬ 
able value Cor working morale. 

Closely allied to this, but woi lh mentioning s]:)ecia!Iy 
because so often overlooked, is the fact, already alluded 
to in the xireceding chaj^ter, that its advancement is cer¬ 
tain, compensation rates, especially in the low’^ei* positions, 
may be kejit at a lower level than otherwise without hard- 
shix), since pressure will not be present in so great a degree 
to increase the compensation of employees of long service 
who have been unahle to secure advancement. 

The obvious objection to a consistent restriction of 
selection to those already in the service is that it so seve¬ 
rely narrows the aiea of selection. This is particularly 
applicable to the higher posts, since at this level first rate 
ability is in any case rare and hard to find. Unquestionably 

4ze»id., pp. 216-19, 
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where the restriction oi- selection lor the highest posts 
to those already in the service is in force, it not infrequ¬ 
ently results in "the selection of a less capable or brilliant 
officer than could have been found outside the service. But 
against the resulting loss of individual efficiency is to be set 
the increased efficiency due to better morale and greater 
incentive, displayed by the rank and file of the service, and 
the intermediate officers. The knowledge that the highest 
posts may be the reward of faitliful and zealous service 
is a force making for a day-to-day productiveness often 
far more vaiunblc than any results that may lie achieved 
by the chief executives, however able, with a force bnl 
mildly interested in its work. 

Again, it is arguable that, regardless of the relative 
efficiency of the personnel which may lie recruited from 
without the service as against that which may be promoted 
from within, adherence to selection solely from within the 
service leads to stagnation and conservation ; that frequent 
or at any I’ate, occasional, injection of new blood into a 
system, particularly at or near the to]), is highly desirable. 
* * # 

Without in any degree depreciating the force of this 
contention, it should always be borne in mind tliat the occa¬ 
sional injection of directing personnel from without I’ciirc- 
sents a merely sporadic attempt to euro a condition wliich 
is callable of prevention. Where a proper incentive to 
efficiency and to jirogress exists tliroughout a service, and 
central control and supervision as will expose, by periodic 
survey and appraisal, as well as by current contact, unprog- 
ressiveness or incapacity of the directing personnel as soon 
as it appears, it is perfectly possible to prevent stagnation 
at the top from developing; and only occasionally will con¬ 
ditions get to a point where there is imperative need of 
regeneration by one unfettered by any previous familiarity 
with the organization. In this view, to the extent that 
stagnation exists at the top in the federal service it is 
chargeable to an improper system of administration in the 
large, and should be cori-ectcd by a revision of that system 
rather than by attempting, at irregular and accidental inter¬ 
vals, to galvanize the sluggish organism into action. Nor 
should the fact be lost sight of that the stagnation of the 
subordinate personnel, which results from the lack of op¬ 
portunity for advancement, is no less hurtful to efficiency 
than is stagnation in higher quarters. 

By way of comment on the foregoing, it is desired to emphasize 
four points. The first is that, viewing the question of recruitment 
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as a whole, rather than as it presents itself in particular 
cases, the probability of securing efficient employees for superior 
positions through this method is greater than when a system of 
examinations open to all is followed. The second is that this 
method of selection lends to meet one of the strongest objections 
that have been urged against the system of selecting government 
appointees through the examination method. Opponents of civil 
service reform have strenuously insisted that no system of exami¬ 
nations can discover the puiely personal qualifications of appli¬ 
cants which determine to so great an extent their real working 
capacities. This criticism is fully met by the system of recruit¬ 
ment from within, since here controlling weight can be given to 
the factor of experience, the manner in which past duties have 
been performed, and the judgment of those who have had direct 
chrage of the employees considered for promotion to the position 
to be filled. Thirdly, is the fact that the relative merits of the 
two systems must be considered from the standpoint of the effici¬ 
ency of the government service as a whole rather than of the 
individual cases to be acted upon. Viewed from this point there can 
be no question as to the superiority of the recruitment-from-within 
system. This point has been so clearly brought out in the passage 
quoted that it need not be further dwelt upon. Finally, it should 
be noted that this system simplifies greatly the whole problem of 
recruitment by restricting the work of examining new applicants 
to those needed ior the filling of subordinate positions and by 
lessening the pressure for entrance into the government service. 

In the operation of this system there is a number of variations 
in both principle and procedure. Among these are: the extent to 
which the selection of employees for advancement shall be restrict¬ 
ed to those in the service in which the vacancy exists, or shall 
be open to all employees no matter where employed or work 
engaged upon; and the extent to which the filling of positions by 
promotion shall be governed by formal rules and regulations set¬ 
ting forth the weight to be given to length of service, efficiency 
records, results of special examinations, etc., or large freedom 
of choice be given to the appointing power to exercise his own 
personal judgment. These are matters which will have to be 
handled according to the varying conditions presented by the 
several services and clases of positions. Their consideration finds 
a more appropriate place in the subsequent chapter dealing speci¬ 
ally with the promotion of personnel.”^ 

5For a full account of tlie extent to which the system of recruitment 
from within is now followed by the national government and the pro¬ 
visions that should be made for its further employment, see chapter on 
*^Sole(?tion by Promotion from Within versus Hecrnitineiit from With¬ 
out/ in ihuLj pp. 215—97. 
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It is of interest to note that in at least one important service 
of the national government—the Post Service—this principle of 
recruitment from within is now rigidly employed. Regarding 
conditions in this service* Mr. Mayers says:^* 

By 1 radii ion the postal service has but a single level of 
reeriiitnieiil—the lowest. Aside from the postmasters of the 
first, second, and third class offices, who were until recently 
all political appointees, and aside from the chief positions 
in the departinont at Washington, all postal officers enter the 
servi<*c as clciks or carriers. Ouiiously enough, in his order 
of March 4, 1917. establishing tlic system of competitive 
selection I'or presidential postmastei‘S, President Wilson gave 
no recognition whatever to the principle of selection from 
within; establishing instead a system of open competitive 
examination. No person has been given officially for the 
adoption of the open compelitive rather than the promo¬ 
tional method fur these posts. The position of assistant 
postmaster, a position vvliich is in the larger cities far more 
difficult and responsible than that of postmaster in the great 
majority of post offices, has now for some years been filled 
by ]>romotion from within the service; and tlie important 
and responsible position of division superintendent of rail¬ 
way mail is likewise so fiiled. Th<^ recognition of this prin¬ 
ciple in the seleclion of postmasters thus would not have 
involved, cxcei)t in the case of the larger cities, any real 
raising of tlie level to which com])etitive employees might 
rise. So long as 1 he four-yenj’ tenure remains in forc'O, it 
would be difficult, of course, to secure the whole-hearted 
competition of many of the most capable of the permanent 
employees; for some would hesitate to take the chance of 
being dr inped at tlie expiration of the statutory term. The 
same difficulty is present, however, in securing the compe¬ 
tition of the best qualified persons outside the service. The 
President, therefore, jiending the enactment of legislation 
placing ail post masterships in the non-presidential class, 
with indefinite tenure (thus making them a part of the 
classified competitive service), should convert the present 
sj^stem of open competition for ]) 0 stmasterships to one of 
promotion. 

Qualifications Required of Public Officers and Em¬ 
ployees. In considering this matter of the appointing power it is 
of importance to note that it doesAot necessarily carry with it full 
freedom of choice, as to who will be selected for appointment. 
The field of choice, indeed may, and in most cases should be con¬ 
fined within narrow boundaries. The restrictions constituting these 
cibid, p. 229, 
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boundaries have for iheir purpose to ensure lhat appointees will 
possess those qualifications which it is believed they should have 
in order properly to discharge the duties of their offices. A study 
of those which it has been found desirable to prescribe shows that 
they may be classified under two heads to which for purposes of 
description will be given the names of general and special. 

The general pualifications embrace such factors or elements as 
civil status, that is citizenship, domicile, or residence; sex; and 
age. 

The specia 1 qualifications cover such matters as personal quali¬ 
ties, education, experience or length of service, and technical 
knowledge or skill. 

It is evident lhat there is room for a wide range of choice in 
respect to each of these factors. It would seem to be a reasonable 
provision that all employees of a government should owe allegiance 
to, that is, be citizens of such government. In point of fact, this 
qualification has not been rigidly required in the United States. 
In the past there have been many cases where aliens have been 
admitted to the service of our national, state, and local govern¬ 
ments. It is true that in the case of the national government at 
least, all employees are required to lake what is known as an oath 
of office, that is, take oath that they will not only faithfully per¬ 
form the duties of their offices, but also pay full faith and allegiance 
to the government and support and defend the Constitution of the 
United States. This oath, however, does not change the civil status 
of the employees subscribing to it and only establishes what may 
be termed a qualified or special status of allegiance to the govern¬ 
ment. The conditions accompanying the World War raises very 
distinctly the question whether these provisions permitting of the 
employment of aliens, or persons who have not completed their 
nationalization as citizens of the United States, are satisfactory; 
whether, in the world, full citizenship should not be made one of 
the essential qualifications to be demanded of most classes of 
employees. 

The question of domicile arises in a different form in the case of 
the national government and in that of the state and local govern¬ 
ments. In the latter it presents the issue as to whether the right 
to become government employees shall be confined to persons who 
arc bona fide residents of the state or local districts concerned or 
shall be enjoyed by all persons irrespective of their domicile. 
There is some justice in the demand that the former requirement 
shall obtain as a general rule. There are many cases, however, 
where exceptions to this rule should be made. This is especially so 
in the case of positions of a technical character. In the chapter on 
the government service as a career, we have shown lhat if positions, 
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such as those of city manager, city engineer, city health officer, 
and superintendent of schools, are to be made ones offering a 
permanent career to their incumbents, the practice must extend 
where such officials are called from one government to another. 
Manifestly, any requirement that employees of this character should 
be citizens or even domiciled at the time of their appointment 
in the state or city to whose service they are to be appointed, 
would defeat this very desirable end. 

In the national government this question of residence or domi¬ 
cile, unfortunately, play an important part in the personnel system. 
In the first place, practically all positions outside of the seat of 
government, such as postmasters, collectors of customs, collectors 
of internal revenue, etc., are treated from the standpoint of the 
recruitment of their personnel almost as if they were local offices. 
Though the law may not require it, the convention or practice is 
firmly established that these offices shall be filled from persons 
residing in the state, if not in the political districts in which the 
offices are located. It has been pointed out in the consideration of 
the government service as a career, how destructive this system 
is to any attempt to make career, of these services. From every 
standpoint of efficiency they should be treated, upon a national 
basis. The positions should be graded according to their impor¬ 
tance and vacancies should be filled by promotion. If any weight 
at all is given to the matter of residence it should apply only to 
persons entering the service at the bottom. 

It is bad enough to have this factor of residence given controlling 
weight in the case of field stations. It is, if possible, even worse 
when the attempt is made to make it apply to positions at Wash¬ 
ington. In the case of these po.<;ilions the law has been framed 
with a view to assuring as even a distribution of appointments 
among the several slates in proportion to their population as it is 
practicable to secure. This is secured by the so-called “apportion¬ 
ment*’ provisions of the civil service act. Under these provisions 
each state is given its quota, and as soon as that quota is filled 
no further appointment can be made from that slate so long as 
the quotas of the other slates are not exhausted and appointees 
meeting other requirements can be secured. 

The evils of this system are manifest. In the first place, it does 
violence to the merit system. Candidates having a high rating must 
be passed over in favour of those having a lower rating simply 
because the former hail from a state whose quota is full and the 
latter do not. In the second place, the rate of compensation offered 
to entrants have to be much higher than would otherwise be 
required, due to the cost to which appointees are put in coming 
to Washington from distant places in older to accept appointments. 
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In the third place, the work of recruitment is rendered much more 
complicated and expensive. Finally, it rests upon the fundamentally 
defective principle that public offices are in the nature of spoils 
in the distribution of which all sections of the country should be 
given a share. Only one who has had experience with this system 
as head of a service at Washington can appreciate its bad results, 
how often it prevents services from getting the most efficient 
employees, the delays that are at times entailed in filling vacan^ 
cies, etc. 

Little need to be said regarding the qualification of sex. It is 
not so many years ago, however, when this was a prime factor. 
It IS within the memory of the writer when no women were em¬ 
ployed in the government departments at Washington, and only 
gradually did they make their way into the service. Now they are 
firmly established in many of the clerical branches, and at least three 
bureaus have a woman as chief. One effect of the employment 
of women should be noted. This is the tendency that it has to 
mark off and segregate more definitely the clerical class. As a gen¬ 
eral rule women do not have the experience or other qualifications 
filling them for the more responsible positions and particularly 
those coming within the class of directing personnel. The outcome 
will apparently be the establishment of a fairly definite permanent 
clerical class composed of women, fev; of whom will count upon 
leaving that class, and a class of superior clerks, technicians, and 
directing personnel composed almost wholly of men. 

The age qualifications of entrants is a matter of great impor¬ 
tance, since the policy adopted in respect to it affects vitally the 
whole character of the personnel system. This is best brought 
out by contrasting the British with the American practice in this 
respect. In England, as we have shown, a personnel system existed, 
though recently modified lo a certain extent, resting upon the prin¬ 
ciple that all of its members, excepl those falling in the superior 
class, holding offices of a political character, entered the govern¬ 
ment service as a permanent vocation. The entrance requirements 
were accordingly framed to secure this end. Among these the most 
important was that candidates should be of youthful age, varying 
from 15 to 17 years in the case of boy clerks, and 22 to 24 in 
the case of first class clerks. As a consequence; the examinations 
were of a character calculated lo determine general fitness rather 
than technical knowledge.*^ 

In the United States the system, as has been pointed out, is 
almost the opposite of this. There is no attempt to make of the 
government service a career in this way. All of the entrance 

71 ji recent years there Laa l)Ocii an iiiereasiiig tendency to recruil 
technical einpJoyccs through special examinations. 
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requirements are, in fact, of a character to discourage the develop¬ 
ment of any such system. The upper age limit is fixed only with 
a view to excluding those who, as the result of their advanced age, 
are unable to do first class work. The examinations are of a 
character to determine technical qualifications rather than general 
educational attainments. It results from this combination that a 
premium is placed on securing persons no longer young, since it 
is difficult for young men and women just leaving school and hav¬ 
ing had no practical business experience, to compete with these 
older persons who have had these advantages. 

From the foregoing it will be seen that the factor of age is a 
vital one in determining the nature of the personnel system and 
the character of examinations that shall be employed in determine- 
ing the fitness of entrants. Or probably this should be staled the 
other way, that the nature of the system to be established deter¬ 
mines the age and examination requirements. We have already 
pointed out how desirable it is that the personnel system of the 
government shall be so recast as to make public service a career. 
In this we have had specially in mind the two classes of directing 
personnel and technical personnel. If steps in this direction are 
taken one essential change will be that of fixing the entrance age 
for such classes at a low figure. The purely clerical class offers 
a different problem. In view of the character of this work, the 
comparatively restricted range within which advancement in it may 
be secured, and in view of the further fact that this class lends 
more and more to be composed of women, it may be that the 
present system, composed of persons of more advanced age and 
already having had experience in clerical work, may be the more 
satisfactory one. 

Turning now to the question of the special qualifications that 
will be required of entrants, we have to deal with a different set 
of considerations. These special qualifications, as has been point¬ 
ed out, may be classified under the four heads: (1) Personal 
qualities, (2) education, (3) experience or length of service, and 
(4) technical knowledge or skill. 

Of these four the first is at once the most important and the 
most difficult to determine in specific cases. By personal or moral 
character is meant not only such qualities as honesty, truthfulness, 
etc., but also the qualities of energy, resourcefulness, tact, persis¬ 
tence, reliability, executive ability, and even personal appearance 
and manner. It is hardly necessary to slate that the value of an 
officer’s or employee’s services are, in many cases at least, as 
dependent upon the possession of these qualities as those of an 
educational or technical character. At the same lime they are 
exceedingly difficult to determine by any artificial or mechanical 
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method, if the terms may be permitted, such as is represented by 
the use of questionnaires, examinations, or efficiency records. To 
this factor more than to anything else must be attributed the oppo¬ 
sition which exists to the use of these methods in determining both 
the recruitment of personnel and the promotion of employees 
after they have entered the service. It is, consequently, one which 
will receive special attention when we consider the methods that 
are open for determining qualifications of candidates for entrance 
into the service and for making promotion of employees within 
the service. Here it need only be pointed out that in general the 
higher and more responsible the position to be filled, the more 
important both absolutely and relatively are these qualities. It 
follows, therefore, that the matter is not so important in determin¬ 
ing entrance into the service as in determining promotion. This is 
particularly so where the service is organized as a career and 
employees enter at the bottom at an early age. 

The other three classes of special qualifications that have been 
mentioned require little comment. By **education*’ is meant both 
the ordinary education that is acquired by students in general 
educational institutions and the special education imparted in pro¬ 
fessional schools. By ^^experience” is meant the training that 
candidates have received in the actual perfoimance of work. 
By **technical attainments or skill” is meant the specialized 
abilities which candidates may have secured through these or other 
means. 

Manifestly, there are qualifications the necessity for which will 
vary with the positions to be filled. In the case of work requiring 
medical knowledge the requirements may be that the candidate 
shall have received a degree from some recognized school of medi¬ 
cine, that he shall have had a certain experience in some hospital 
or in private practice, and that he shall possess a certain technical 
skill as demonstrated by some practical test. In the case of all 
such positions, it is therefore, desirable that these qualifications 
shall be carefully determined and set forth in regulations. 

In considering this question of qualification, reference should 
again be made to the fundamental change that has taken place in 
recent years in the character of the personnel of modern govern¬ 
ments. Formerly the work required of the great bulk of govern¬ 
ment employees was primarily of a clerical character. At the 
present time the work is in great part of a highly technical nature 
for the perfoimance of which varied and specialized knowledge 
and skill are required. This change has greatly magnified the im¬ 
portance of ensuring, through the setting up of rigid requirements 
as to special qualifications, that appointees will have the necessary 
attainments to enable them to discharge efficiently the duties of 
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their positions. One of the great merits oi a classilication of posi* 
tions, as described in a preceding chapter and as is now being 
worked out for a number of governments, is that it necessitates 
the careful determmation of those special qualifications that ap¬ 
pointees must have as a condition to their appointment, 

MethodB of Determining Qualifications. With the establish¬ 
ment of the practice of carefully specifying in advance the qualifi¬ 
cations that must be possessed by incumbents of positions, the 
necessity arises for the provision of means for determining in 
specific cases whether these requirements are met. If at the same 
time the principle of making merit the dominant factor in detei' 
mining appointments is adopted, the problem becomes one of 
determining relative as well as absolute qualifications. 

Examination of this problem shows that the following methods 
of determining qualifications are open ; 

1, Personal judgment of appointing officer 

2. Certificates of character, abilities, etc. 
o. Record of previous experience 

1. Educational 

2. Occupational 
4. Examinations 

1. Non-Competilive 

2. Competitive. 

The simplest method of recruitment of personnel is, of course, 
one by which the qualifications for entrance into the service are 
not rigidly prescribed, and the appointing officer depends upon 
his own personal judgment in making selections. This is a system 
which is not only feasible but can also give excellent results under 
certain conditions. These conditions are that the number of 
appointments to be made are so small that it is practicable for the 
appointing officer to give to the matter the time and attention that 
are lequired, that the appointing officer is not under undue pressure 
to make appointments for political or personal considerations, 
and that he, in fact, exercises his powers with reference solely to 
the good of the service that he is directing. These conditions obtain 
in most private undertakings which are conducted on a relatively 
small scale. The fact that the appointing power is directly inter¬ 
ested in the results of the undertaking directed by him, or is in a 
position where the efficiency with which he discharges his duties 
can be readily determined through earnings or results realized, 
makes it extremely unlikely that his power of making appointments 
will be abused or exerted other than with regard to the success of 
the undertaking of which he has charge. 
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It needs but a moment's study of conditions as they exist in most 
governments to appreciate that these requirements are rarely pre¬ 
sent. Most services are of such a size that the attempt on the part 
of their heads to select appointees on their unaided responsibility 
would mak,e too great a demand upon their energies and time. The 
heads of these services, moreover, are not directly interested in the 
financial results obtained and it is difficult to establish adequate 
means for determining the efficiency with which these services 
are conducted. Finally, unless they are protected by rigid regula¬ 
tions governing the selection of appointees, they are subject to 
political and personal pressure which it is exceedingly difficult, 
if not possible, for them to resist. It follows from these and 
other considerations, which it is not necessary to enumerate here, 
that in all governments of any size, it is imperative, if an efficient 
personnel system is to be established, that reliance must be placed 
upon the other devices for determining entrance qualifications 
which we have mentioned. 

At the same time, it is important to recognize that this factor 
of personal judgment should not be entirely eliminated. There are 
a certain number of positions where it should probably have con¬ 
trolling weight; such positions as private secretaries or other 
officers having a confidential or specially responsible character. 
This situation is met in most civil service systems by throwing 
these positions into a special exempt class, or by vesting authority 
in some superior officer tu exempt appointments in particular 
cases from the general rules governing the selection of public 
employees. In respect to other positions this factor is recognized 
iind given some weight through the provision that usually exists 
that the appointing power may make a selection from among three 
candidates who are certified for appointment by the recruiting 
board, or may reject all three and ask for the certification to him 
of three other names, and that appointments as first made shall be 
of a probationary character, thus giving an opportunity for the 
head of the service to determine, through the use of his own judg¬ 
ment, regarding the qualifications, moral as well as technical, of 
the appointees. It should be noted also that this factor can be 
given large weight in connection with the use of a system of exami¬ 
nations, provided such examinations are of a non-competitive 
character. Under this system examinations may be made as rigid 
as is desired from the standpoint of determining fitness for the 
positions to be filled and yet a wide range of personal discretion 
preserved to appointing officer in selecting persons to take the 
examination and in refusing to appoint persons, notwithstanding 
the fact that they may have successfully passed the examination 
tests, 

F. 34 
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The value of the next two methods of determining qualifica¬ 
tions, namely, securing certificates of character and abilities from 
responsible persons, especially those who have had the persons to 
whom they relate in their employment, and requiring records of 
previous experience, educational or occupationaL is evident. It 
may almost be said that such certificates and records should be 
secured in all cases, and that a certain weight should be given to 
them in rating candidates. 

Valuable as are the methods of determining fitness which we 
have been considering, they have their definite limitations. If the 
appointment of government employees is to be taken out of the 
field of arbitrary, personal selection, provision must be made for 
the subjection of candidates for most classes of positions to exami¬ 
nations so devised as best to determine the extent to which they 
have the special qualifications which it has been decided should be 
possessed by the occupants of the positions to be filled. The other 
methods just considered must, in fact, be looked upon merely as 
collateral or supplementary means for determining the applicant's 
fitness. 

In considering this method it is important to recognize that two 
distinct ends are served. Ihe first, of course, is that of deteimin- 
ing the physical, mental, educational, and technical qualifications 
of candidates for employment. Much criticism often exists in regard 
to the character of the examinations that are given. This criticism, 
however, is not of the method itself, but merely of the manner in 
which it is employed. If properly devised it is difficult to see how 
the special qualifications of candidates can be accurately deter¬ 
mined in any oiher way. The second end, which often is not pro¬ 
perly the field of arbitrary, personal choice and of establishing a 
system appreciated, is that of removing the matter of appointments 
from under which the attempt is made to do justice to all persons. 
The moment that it is decided to do away with the regime where 
appointing officers can make appointments according to their own 
judgment and desires, it becomes necessary to set up some mechani¬ 
cal method of selection; that is, mechanical in the sense that it is 
not personal. In the case of the promotions in the lower grades of 
officers in the army and navy, this is secured by the adoption of the 
principle of promotion according to seniority in respect to service. 
Evidently, however, if the choice of means can be such as will at the 
same time determine, or tend to determine, fitness, such choice 
should be made. Ihe use of the method of examination meets this 
consideration in the most effective way. It is of prime importance 
that this feature of the examination method should never be over¬ 
looked. Did examinations contribute little or nothing in the way 
of determining fitness, their use would still be justified as a means 
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of abolishing the spoils system in respect to appointments, of 
correspondingly purifying our political life, and of putting the 
whole system of appointments upon a basis of justice. 

As indicated, two kinds of examinations may be employed in 
determining qualifications—the competitive and the non-competi¬ 
tive. The two may be identical in so far as the character of 
tests is concerned. They differ only in that, in the former, the 
provision is made that appointments will be made substantially in 
the order in which candidates successfully meet these tests, while 
in the latter, full freedom is left to the appointing power to make 
his selection from among any of the candidates who have passed 
the examination. Or, this option may be in the form of the 
appointing power using his discretion in determining who shall be 
permitted to take the examinations and thus contest for appoint¬ 
ment. Or, finally, the examination may be of merely a pass 
character, that is, the appointment is made subject to the require¬ 
ment that the appointee shall be able to pass the examination. 

Manifestly, the effectiveness of the examination method in deter¬ 
mining qualifications is dependent upon the skill with which it is 
employed. No one who has not had occasion to go into the matter 
can appreciate the difficulties that are involved in this matter. The 
first of these has to do with the determination of the scope and 
character of the examination employed. In respect to this it is 
important to note that the term “examinations” as employed by 
bodies, such as civil service commissions, having charge of the 
determination of qualifications of applicants for appointment to 
the gove’-nment service, has a connotation far broader lhan that 
usually given to in academic circles or by the general public. 
It is used to cover all means employed in determining qualifica¬ 
tions. It, thus, embraces the securing of data regarding the per¬ 
sonal characteristics, service record, experience, etc., of applicants 
as well as information regarding their knowledge and abilities as 
determined by set tests or examinations, using that term in its 
restricted sense. 

There can be little question that much of the opposition to the 
method of selecting public employees through what is known as 
civil service examinations is due to a failure to appreciate this fact. 
In popular opinion a civil service examination means little more 
than a formal written examination, such as is employed in schools 
and universities, and the criticism is constantly heard- that fitness, 
absolute or relative, for other lhan the most subordinate positions 
cannot be determined by this method. The result of this feeling 
has been to restrict the employment of this method largely to such 
positions. For this feeling and result the civil service commissions 
of the country,'as well as those most active in promoting so-called 
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civil service reform, are particularly to blame. As has been pointed 
out, the interest of civil service reformers at the outset was centred 
rather on the purification of our political life through the elimina¬ 
tion of the spoils system than on perfecting a means for securing 
an efficient personnel. It is, moreover, certainly true that those 
reformers, and the civil service commissions that they succeeded 
in having established, at first laid too great stress upon the device 
of formal written examinations and failed to work out in a 
satisfactory manner the technical problems involved in framing the 
examination papeis, in determining the relative weight that should 
be given to different classes of questions asked or tests set, and 
in subsequently rating the results. Within recent years great pro¬ 
gress has been made in this direction. Not only has increasing 
weight been given to such factors as service records, experience, 
and personal attainments as revealed by academic degree, certifi¬ 
cates of proficiency, and other data, but the technique of the 
written and oral examination paper and physical tests of ability 
and skill has been greatly perfected. With this progress has come 
a larger support of thci method and its steady extension to the 
filling of higher and more technical positions.® 

Before leaving this question of examination technique mention 
should be made of the fad that within recent years, the question 
has been raised of the desirability of making use of what are known 
a psychological leasts in determining fitness. It is quite possible 
that in time effective use may be made of this method.^ 

Though it is believed that with the perfection of the examina¬ 
tion system, especially in respect to the determination of the factors 
other than the formal written tests, use can be made of this method 
in determining fitness for most positions, there nevertheless remains 
certain cases where, if the examination system is used at all, it 
should be of a pass rather than a competitive character. There are 
certainly cases where the prime qualifications sought are as much 
such personal characteristics as general appearance, manner, tact, 
executive ability, energy, resourcefulness, etc., as technical know¬ 
ledge and skill. It is well known, for example, that personal quali¬ 
ties of this kind go far in determining the efficiency of teachers as 
their educational qualifications. The same is true of many other 
positions where the duties are of a directing rather than an execut¬ 
ing character. A leading example of the pass examination system 
is found in the recruiting of officers for the Foreign Service. 

8 For a brief but excellent discussion of the technical questions in¬ 
volved in formulating and rating examination papers, physical teats, and 
related questions, see Procter, Principles of Personnel Administration, 
Institute for Government Research, Principles of Administration, 1921. 

OSee recent annual reports of the United States Civil Service Com¬ 
mission for information as to developments in this field. 
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It is much to be doubted whether the use of a strictly competitive 
examination system would in this case give better results. 

In respect to this whole matter the writer is inclined to believe 
that the tendency is to lay undue emphasis upon conditions govern¬ 
ing entrance into the government service as contrasted with those 
governing employment conditions after entrance. With the adop¬ 
tion of a proper system of classification and compensation of 
employees, which will mean the discontinuance of the payment 
of salaries much higher than those paid in private life to persons 
just entering the service and performing the lower grades of work, 
the pressure for appointments will be much lessened. When per¬ 
sons enter the government service at the bottom and the superior 
positions are filled by promotions from the lower ranks in accord- 
dance with demonstrated merit, adequate opportunities will be 
given to the appointing power to use his personal judgment in 
selecting appointees to positions where the purely personal qualities 
which we have enumerated are of primary importance, and conse¬ 
quently the more general use of competitive examination will 
become both more desirable and more feasible. Finally, with the 
establishment of the principle of permanency of tenure, the number 
of original appointments is reduced to a minimum and the whole 
problem of determining conditions of entrance into the govern¬ 
ment service correspondingly simplified. 

Administrative Machinery for Determination of Qualifi¬ 
cations. The adoption of the principle of selecting employees on 
the basis of merit and of seeking to standardize employment con¬ 
ditions throughout the government service makes it imperative that 
the work involved in the determination of the qualifications of 
candidates for appointment shall be done by somebody which, 
standing outside of the operating service, properly speaking, is in 
a position to act for them all. This body constitutes, in effect, 
one of the general supply services of the government, its function 
being to supply personnel upon requisition of the operating services 
in much the same way as an ordinary supply service provides 
material. In practice, most of the governments of the United 
States, national, state, and local, which have done anything in the 
way of rooting out the old spoils system have created civil service 
commissions to act in this capacity. Due to the fact that these 
bodies have in all cases been entrusted with other duties having 
to do with personnel matters, such for example as that of exercis¬ 
ing a supervision and control over the operating services in respect 
to the observance by them of laws and regulations governing 
the selection, promotion, transfer, etc., of employees, it is deemed 
best not to consider their organization and operations until a later 
point when all of their activities can be considered at the same 
time. 
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Probation System. However great the degree of care exercised 
by the recruiting agency in testing, selecting and certifying the re¬ 
quisitioning service eligibles for appointment, there is always present 
the possibility that the person selected for appointment will not, upon 
trial, prove satisfactory. There is a very general agreement, there¬ 
fore. that the personnel system of the government should make 
provision that appointments as first made should be of a provisional 
character during which the appointee will be upon probation. The 
period of probation should be definitely fixed and at the end of 
it the appointees will if satisfactory receive a permanent appoint¬ 
ment or if unsatisfactory be dropped. As the Conference Com¬ 
mittee on the Merit System points out in its report:^® 

The probation period should be considered as an op¬ 
portunity lor the appointing authority to complete the 
selecting process. No formal tests, however, well devised 
and however carefully conducted will prove infallible. The 
final test is actual performance. For this i-cason the new 
appointee should bo carefully sujiervised and critical ob¬ 
servation should be made of his work during the period 
of probation. 

Though the desirability of this probation system from the stand¬ 
point of principle cannot be questioned it is only proper to state 
that its results in practice often fall short of what might be ex¬ 
pected of it. This is due to the fact that administrative officers are 
inclined to administer it in a perfunctory manner. In the federal 
service, at least, there are few cases where a probationary appoint¬ 
ment is not made permanent. This arises in part from the un¬ 
willingness of the appointing officer to drop an employee who has 
come a long distance in order to enter the service at Washington. 
To meet this situation the Congressional Joint Commission on 
Reclassification of Salaries recommended that administrative offi¬ 
cials should be required to submit to the Civil Service Commission 
such reports regarding the efficiency of probationary appointees 
as the commission might require and that no permanent appoint¬ 
ment would be made except on certificate by the commission that 
the employee had satisfactorily passed his probationary period. 
Regarding this recommendation the commission said. 

These precautions would force upon appointing officers 
careful inspection of the work of probationary appointees, 
and would safeguard the government from placing upon its 
rolls periiianently those who had failed to show proper 
ability to do the work. By predicating permanent appoint¬ 
ment on a decision instead of an omission, the probationary 

iOThe Merit System in GovernmeDt^ p. 42, 



RECRUITMENT OF PERSONNEL 


269 


period would become a really effective part ol the examina¬ 
tion, as it is evident the law intended it should be. It 
should not be ovetriooked that the merit system requires 
Ihe excl usion of! the unfit fully as much as the retention of 
the fit, and that the leinoval of the unfit during* the proba- 
1 ionary period works less hardship on Ihciii and js less costly 
to the government lhan demotion or dismissal after they 
have received pej*manen1 appoinimeiit 

Under any circumstances, it is desirable, however, that provision, 
should be made for this feature. Did it do nothing more, it tends 
to meet the objection often raised by administrative oHicers that, 
under a system of recruitment of personnel through a central 
agency, they have forced upon them employees who do not meet 
their particular requirements. 

HJReport, Purt Ij x»- 



CHAPTER XIX 
PROMOTION OF PERSONNEL 

Up lo the present point we have concerned our.selves with those 
factors of the personnel problem having lo do with the fundamental 
character of a proper personnel system and the principles that 
should govern in the securing of an efficient public personnel. We 
now pass to a consideration of the problems that are presented in 
handling a personnel after it is secured, to the end that the greatest 
return in the form of service rendered may be obtained. 

Only one who has had practical experience in the handling of 
a large body of public servants can appreciate the many difficult 
questions that this branch of personnel administration presents. 
Stated generally, these questions have to do with the powers and 
obligations of the directing personnel; that is, power of those hav¬ 
ing direct charge of government services, to control their subordi¬ 
nate personnel; that is, to assign them to particular jobs or positions, 
to transfer them from one position to another, or, if need be, 
from one service to another, to increase or decrease their com¬ 
pensation, lo promote them to a higher position, to demote them 
to a lower position, to suspend them temporarily, and, finally, 
when circumstances warrant, to dismiss them. 

Importance of a Proper Promotion System. Of these seve¬ 
ral features of the problem of handling personnel, that having to 
do with the promotion of employees from one position to another 
probably ranks*first in importance. Certainly, it is difficult lo ex¬ 
aggerate the extent to which the working out and operation of a 
proper system for handling this branch of personnel administration 
determines the efficiency of the personnel system as a whole. Such 
a system, is of vita! significance from two standpoints: the securing 
of the employees most competent to fill the several positions and 
the provision of that continuing incentive to good work on the part 
of the personnel without which no system can be efficient. As 
Mr, Procter has put it: ^ 

To the employees promotion is ol* direct significance 
as a reward, or possible reward. Actual promotion is a 
reward, while the opportunity for promotion is a possible 
reward, something still in the |utiire but nevertheless a mat¬ 
ter of considerable significance. Finally, promotion is of 
direct significance to the management, inasmuch as the re- 

iproctcr, Principles of Personnel Administretion. pp. 373-74. 
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\v:inTs nrivoii lo employees and 1 ho incentive held out to 
liiorn rofK^I in important ways on praclicaily ail ot* the 
pjjasos oi! emi)lo\ rneiii. adiniuisi'-at ion. Theactiiai promo- 
t iOMs ^’iven to employees tend to ertialea eontentod, stable 
and eiti(dent porsoiinei. Tlic opportunities Cor iiroinotion 
In'ld OLit to crnf)loyoos have similar effect. They operate 

rundaTinmlal and C;ir-reach in<»■ incentives. Tliey affect 
the siKtcess Avith which soil able woi’Iccm.s are oi*i<>iiially re¬ 
cruited, tlivcy determine in !ar<re part the success Avith which 
em[>]oyees arc j*etaiiied; tliey affect the effoj'ts oC employees 
in the direction of Irainini!.' and sei r-inipi'ovement ; they 
affivr vhe maint eiiaiice oi: proper disciptiuo; they detei’mine 
in InrjJi'e pai't the uood'Will and cnilinxiasm that pi’cvaii, and 
tliey d(‘.termine in laj-tje part the stjuidards of eriicieney that 
are maintained. 

Mr. Mayers puls this still more em])hatjeal!y. lie says:- 

The devisiiiLir of u>7*mal methods of selection for promo¬ 
tion whicii shall {vffef'tivc.ly pick out the best (juaiified is 
one 01 * tlie most ddlicult problems in the Avhole held of per¬ 
sonnel admini^i ration. The dini'Milties are far .yl•(^'l^er than 
those eiM'oiintered in devisiiyi*' formal methods of rocuitment; 
and the conseciiMmces of inipropei* seU’ction far more sei'ious. 
If the rneUiods el* j’ecrnitment j’esiilt in the seieetiou of a 
less c;]j)al)!e as against a more eapalilo a])p!icain, the fact is 
known, if at ail, only to tlic few concerned in the work of 
reci'uitnient. But. if promotion methods fail, the fact is 
known to all tlic personnel affected, and, more sniely and 
universaliy than any other defeci in pej'sontiel methods, 
breeds discontent, diminution of incentive, and genci’ai 
impairment of morale. The necessity for not merely 
efficient but for highly accurate methods of selection is thus 
siibstaril ially more important in jiromofion than in recruit¬ 
ment; and from this it resiiits tliat rigid or mechanical 
methods laiti lie much less confidently and generally employed 
than in rcciuitmcnt. 

General Failure of Existing Public Personnel Systems to 
Provide for a Proper Promotion System. In few respects 
are the existing personnel system of our governments more defec¬ 
tive than in respect lo this feature. Only in exceptional cases have 
they worked out and established a promotion system that makes any 
pretence of handling this branch of personnel administration in a 
satisfactory way. The result is that the government service is 
almost universally viewed as one offering little inducement to the 

^Mayers, The Federal Service, p, 317. 

F. 35 
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ambitious to enter the service or lor those in the service to do the 
best that is in I heir power. To quote Mr. Procter again:.. 

Tho Tact 1hn{ piiblie cmployinont docs not hold out the 
pros])ee1 of promo! iou as the j*ewavd ot' tnilliLui service and 
increased usortiliiC'^s lias n maihed roiroactive effect on all 
the processes of ]>ci*sonne.] adniinisl »‘at ion. It has a dis- 
coiira.uino’ effecl rm recruit in«‘. It tends 1o deter aml)it ions 
and capable workers f’-om eut<‘rin.i>‘ the j>itldic service. It 
rreijiiently ('.aiises the l>etter type of worker to leave the 
public service for work in lh(‘ tield <»!* private eri1er])risc. 
it discoura,L>'es woikms I'/oin entering u])an c(*n!'ses oT train- 
caleulated to pr(‘])a]e 1 lunn u)!- incoeased nsco’ulnoss 
in publ ic em])lo> iriont. 11 makes diniciiil tlu* main I eiian<*e 

of discipline ami of uoml-Avi!i ami enI hnsiasm tli J'oiiiyliont 
j»*overiiinein eslalilisliinenis. As a resnil it renders diflficnlt 
the maintenance of hi^»li standards ol individual and ^’rotip 
efficiency. 

Conditions in the national government as regards this important 
aspect of personnel adminislration are brought out by the following 
extract from the annual report of the Civil Service Commission 
for ]89t): 

At the iime oi the organiy.at ion oi* the Commission 
tlie need of promolion I'Ciiulai ions was considcnaal so im- 
portant that in its first rep.ort the followimj; languag'e was 
used: 

The ])rin( :pal causes of unjust piomol ions, in. the ab¬ 
sence of examinations, art" (1) import unaiti sniicilation and 
coercive influence Troni Mit" outsidt', and cJ) prejudice, 
ravouritism, or (corruption on llie part ol' the appointing' offi¬ 
cers. Wc need not slop to entjuii'e which class of those 
abuses is the most rrequent or jiernicious. Tlie outside intci*- 
fereiice is far more indefensible, if nut more iieimicious, in 
regard to promotions Ilian in regard to oi-iginal admissions 
for the importunalc bat'ker of a new mam may ])erhaps 
know something of tlie merits ol! the rriend he pushes; but 
it is .sheer jiresumptiou for an outsider, ignorant as he must 
])e of the duties of lliost^ in a bureau, to assume to instruct 
the officer at the head as to the merits of those who have 
served luider him for years. Xeverlheless, and in plain re- 
yrngnance to the spirit of the tenth section or tlie civil ser¬ 
vice act, the duty trf pi-omo1ing is now .seriously embar¬ 
rassed l)y solicitations and the cofucive inlimmec of iiei'sons 

cit., p. IT't, 
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havinn* no vij^ht of iiilerrcrono.o nor means of judg'inj? of the 
usefulness of the candidate. 

Tills siilijcel is so closely relaled to good a.dmiTiistration 
that it lias since lieen discussed in nearly all of 1 he later 
rejxirls oi the i'Oinniissinn. Whiie the civil sei'viec act pi-ovidcs 
tor jininiol ion examinat ions, and jirovisions to this effect were 
ineliuhid ni jirevious civil service i nl<‘s, ]>!‘act ically no jiro- 
gress ^\ MS made in pntting gcnei-al jiroinot ion regulation into 
force until ISf)6, when the (^ominissioii siiggested that a rule 
govei ning promotions 1 ) 0 'incorporated in llu^ revised rules. 
Rule XI was accordingly fiiomuigated by tlie Pi*esident, and 
th(‘ commission thereupon proccu'ded to foj'mulatc promo¬ 
tion iHigiilations, whleh were submitted to the several l)e- 
])artmen/s. Promotion regulations have been adojitcd by 
some of ilie I)epartinents while others ha,vcMhns far taken 
no action on tlie siiggostions of the (himmission. As apjioint- 
ments to classified jiosilions are now made as a result of 
t(\sts ol! fitness and without regain] to inliuencc, it has fol- 
low(*d 1 liM.t 1 h(‘ iidiucnce vviiich was formerly exeirised to 
control apfiointmcmts as well as promotions is now directed 
to the (MMitrol oT piomolions, in t he alisence of regnlalions 
reijuiriiig that they shall he made only upon mtu'it. 

It is to he regretted that moj*e progress has not been 
ma(l(» towards ado])ting jiroinolioii regulations. Pro¬ 

motion regulations ea-nnot lie put into force as reiiuired 
under the eivil service act and lailes without the full co¬ 
operation of the officers in the diffeient branches of tlie 
sei'vice, and it is deemed pimjicr to state 1b;it llie Commission 
has nut met with that co-opera1 ion wliicli is necessary to a 
fuifllment of the j-ci|Uirements of tlu^ .'aw in this respect, 
rt is hoped tliat the need of jiroinotioii i’egiilations. which 
has already been recognized in a nriTiiber of tlie branches 
of the service, will result in tlioir being put into operation 
throughout the entire sci'viee, so tliat jiroraotions may be 
made only upon merit. 

Though conditions have undoubtedly improved somewhat during 
the twenty-odd years that have elapsed since the foregoing was 
written, it still remains a fact that in few services ot the govern¬ 
ment has any satisfactory promotion system been installed, and 
that the evil ot outside political pressure, exerted in large part 
through members of Congress, is still generally prevalent. 

Essential Feature of Proper Promotion System. The 

failure on the part ot governments to adopt proper promotion 
systems has not been due solely to a low political morality. In 
no small degree it is to be explained by the difficulties that uis 
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present in working out and operaing such a syslem. Previous 
considerations of other phases of the personnel problem have 
already indicated that such a system cannot be had unless certain 
fundamental requirements are met. These» to recapitulate them, 
briefly, are: 

1. The adoption oL‘ struidard speeifleal ions settinjj: inrlli 
the duties and the qiialifieal ions I’ocjuii'ed of the in<‘’nTn- 
])ents ol! all positions embraced within the j»ov(U‘n- 
ment service. 

2 . The classification (»f these positions into distinct 
services coiTCspoiiding to their gencrai character, and 
the ariangement of the positions in ea.eli of such 
services into a hit'raivhy of positions eorresponding 
10 their relative importance. 

d. The inclusion within this classification of all the higher 
administrative positions except those having a polit ical 
character. 

4 . The ado])tion of the principle that, as far as eircutn- 
stances will permit, superior positions will lie lilitsj 
by promotion fitnii lower positions in tlie s(U’viee orby 
transfer fi'om other services; that is, o! tlic prunuple 
wliicli has 1)0011 designated by the term lecruitirumt 
from within. 

i). Theado])lionofiheprincif)le 1 hal moj*i 1 aione shall de- 
1 ermine the seieetion of employees for promotion. 

fi. The pj’ovisioii of ade(piale means for di tiuinining the. 
j-eiative merits of employees eligible for advancement. 

I he first five of these requirements have already been ?:> fully 
discussed in the chapters dealing with the Public Service as a 
Career, the Classification of Per.sonnel, and Methods of Recruit¬ 
ment, that no further argument in support ol them is required. The 
only point that it is desired to emphasize in respect to them is the 
importance of these features in bringing home to the employees 
not only the opportunities for advancement that are open to 
them but also the definite lines along which such advancement 
is to be expected and the conditions that must be met by them in 
securing it. This means that they have always before them a 
definite goal towards which they can work and reasonable as.surancc 
that rewards will be proportionate to success achieved by them in 
meriting them. I hey will, thus, be under a powerful incentive to 
put forth their beat endeavours, both in performing the work called 
for by their present positions and in preparing ihemseives for the 
performance of the duties of the positions, to which they aspire. 
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Practically, therefore, there remains for consideration only the 
sixth requirement that has been enumerated, that of the provisions 
that are needed to put into effect the other determinations or prin¬ 
ciples. Ihis, however, involves a number of elements, each of 
which will receive sepeiate consideration. 

Distinction between Increases in Compensation and Pro¬ 
motions. In considering the question of promotions, the first point 
to be borne in mind is the distinction between the grant of an 
increase in compensation and a promotion as that term should be 
employed. An increase in compensation means merely that the 
compensation of an employee has been increased without making 
any change in the position occupied by him or the nature of his 
work. A promotion means that an employee has bee;i tremsferred 
from a lower to a higher position. Though this usually carries with 
It an increase in compensation, such increase is a collateral result 
only by the change. 

The distinction between these two acts is one not merely of 
theoretical interest. On the contrary, it is of great practical im¬ 
portance. In the past, in the national government at least, the 
failure to observe this distinction has worked gieal injustice to the 
individual employee and has proved very detrimental to the govern¬ 
ment service. The practice has been general in the .services of 
the nationai government iiol only of designating but also of treating 
an increase in compensation as identical with a promotion. Em¬ 
ployees have had their compensation successively increased without 
changing in any substantial w^ay the character of their work or 
responsibilities. The result of this practice was the development of 
a situation of affairs where large numbers of employees perform¬ 
ing identical duties received widely divergent rates of pay. It is 
unnecessary to point out how' greatly such a condition dees violence 
to a proper personnel system. 

Responsibility for this practice was due almost wholly to the 
failure of the government to work out and instal a scientific cla«;sifi- 
cation of its personnel. With the putting into effect of the Classifi¬ 
cation Act of 1923. this condition has been largely corrected in the 
national government. With such a classification in force, a clear 
distinction is automatically drawn between an increase in com- 
pensation and a promotion. It is the consensus of opinion that 
the system of personnel compensation should provide lor a range 
of compensation from a minimum to a maximum for all positions 
other than those of the higher directing officers. Within this 
range an employee can, therefore, get an increase of compensation 
without change of status or duties. Under a proper classification 
system it should be impossible lor him to have his compensation 
increased beyond the range fixed for the position occupied b> 
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him with >ul being promoted to a different position. It will be 
seen* therefore, that under a classification system there are the 
two distinct problems of determining: the conditions under which 
an increase in compensation without change in position will be 
granted, and the conditions that shall control the appointing power 
in promoting employees Ironi lower to higher positions. 

Ut^^ulations Governing Increase in Compensation. In es¬ 
tablishing a system for the increase of compensation of employees 
without changing their employment status, the ques'ion is presented 
of the conditions under which such increase .shall be granted. The 
factor- usually considered in determining these conditions are those 
of length of service in the position and demonstrated efficiency. 
According to ihe leialive weight given to lhe.‘?e two factors, three 
systems may be distinguished: (1) The automatic, when an em¬ 
ployee williin tile range prescribed for the position gets an increase 
as a mallei of course when a certain length of time has elapsed 
since his last increase; (2) the semi automatic, when he gets his 
increase under these conditions, provided he has shown a certain 
standard of efficiency ; and (o) when the increase i.s granted only 
as a revvaid for demonstrated efficiency. 

Of these three systems the second, or semi-autornalic, is pro¬ 
bably the one which on the whole will give die most satisfactory 
results. Ihis i.s the position taken by Mr. Mayers:** 

I'ldwoen ilio 1\vo oxtroinos ui* }ho sys!(‘in in \vhi(d) onoh 
.sniiiry is rco-jidod ns ;ni orig-'inj; qneslion iiiid ono 

in whi(di sninry ineronses me nutoirinti<* nnd snlijooi to no 
quf'st ion. ii<'S w hnt inighl l»o tornKul n sotnnmitoTnaf ic- sys- 
icm. In tills, wliilo llu* j'Og'nlrn* ctwiu'rl <»!' llio poi'iodit' iii- 
<'veas.? is i'(VL»'ni'doii ;is liic normal (M»ndition n iiionsnre of 
disrrc'l ion is imposed on the adnirnist i-nt ix o sujxn iors of the 
employ 01 ^ in witiihoiding the aunrd as tlio incj*easo nuder 
oortain defined ('omlil ions: and jxn haps also of awarding 
iiicieases at other than the regular jieinod or in amounts 
greater than the i'e<»iilar amotinls for suiKu ior erfieieney, also 
nnd(‘r defined eondilions. This sysliuii |)j*eserves substan¬ 
tially ai the vaiuc iiihereut in a system of automatic*, in- 
ereasc's and yet ])(Mmi1s the salaiy incicasi's to he used 
a means for maintaining and spurring ou individual effi- 
cieney. 

For ilie su(M*ess of sueli a system it is nee(‘ssary that a 
normal or reasonalile standard of effi(*ieney lie first defined, 
a i'ailur(^ to attain wiiieJi during the ])eriod fixed will result 
in the withholding of the employee's inercase for that 

^Op. cit. p. *1«4. 
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period, Jiful ine^uis ho prov ided Tor do1erminiiii>‘ in tlio 
case ol! ciich ein[)Ioyee whet Ijci* Ifjis st iuidurd fins, or lias uo1 
been olilained. 

The Conipessional joint Commission on Reclassification like¬ 
wise favoured this system, though it believed that great controlling 
weight should be given to the factor of efficiency not only in res¬ 
pect to the grant of increased compensation but also in bolding 
an employee at his attained compensation. It thus reported; 

ll is 1 Ih‘ Ix'licr Oi* ll )0 (Commission tlmt. nn omidoyoc 
on oiilerinu' niiy einss, slioitid bo pnifl 1 lie minimum rate jii'cs- 
('I'ibcd 1 * 01 ' llui! rhiss, ;md should bo .‘idwiiK'od thioujili 
1 h<MUl(M‘!ncdi;iliM;ilos io tlic murdnium only on the Imsis 
of domonsi rated < ffii'limcy, l‘’uinlioiinoi'C, tho - (‘ommission 
lieliovo lluil willi siiooossivo sninry ;idv;iU(‘(.Mnonl, Iho 
slnnd;)rd oi‘ro^lurrod <*rii‘.*iono\ shonid be lucrcuisod m) ns 
to oiiidilo oidy lh<‘ most onieionl om])loyoos to s{M‘ui‘o 1 he 
maximum rnte. 'riius, li* four i-alos oi pay woi (‘ pioA idod 
for ii iii\on olnss, i.in onioicnoy nitiiig' of SO per ceui 
Tnigdit bo iciiuirod for advniiooment from 1h(^ mijiiiniim 
to tiio next lii.o’h(‘r rate. Sf) |>er ooid to llio ni‘xt highoi', and 
90 f)or C(MU to 11 h‘ maximum. Failure on tli<‘ riarl of any om- 
|)loye(‘. to maintain the standard of oriitdonoy s(‘( for the rale 
being paid slioubl be followed by bis .r('diiotio.n to a lowtu' 
salary rate in tlie saiiKMaass, the rale to lx* detormiiK^d by 
his eOioieney rating*; while fadui'cat any tiiiKi to maintain 
a minimum standard of effiojenoy as pre.sci ibod by l.he Civil 
Service Commission should he followed )>y dismissal. 

Practically it is believed that the system s recommended by 
the Joint Commi.s.sion would work substantially as the one de.^ciibed 
by Mr. Mayers. Experience has demonstrated that administrative 
officers rarely exercise the power lo demote employees and that 
provision of the commission’s recommendation would probably 
be a dead letter. Its existence might, however, exert a moral 
influence and enable the appointing power to take discretionary 
action in aggravated cases.^' 


Report, |). IIM . 

t* Mr. Mayors, in liis voJiinio, slates tliat tlic automatio motlio;! is 
iiiployod l>y l»ut tw(# sorviros of tlic national govorninont; llio J-’nMic 
ITcaltii >Sorvit*(‘ and tlie Coast and Geodetic 8iirvov, and !>y tlioso only 
ill respect to tlioiv directing; and teilinicril pcr.soniicl. Tliese systems 
are niodetled upon tlie system of longevity ]>ay in force in tlie army 
and navy. The Puidic Health fc^ervico system provides that 10 pc'V 
cent shall he added to the “base pay»» of the grade (»ccupicd by the 
officer for each five years of service, counting from his entrance into 
the service, and regardle.ss cif his lengtli of service in the grade. A 
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Eligibility for Promotion. Turning now lo the subject of pro¬ 
motion proper, that is, the advancement oi personnel from one 
position lo another of higher grade, one of the first questions to be 
determined is that oi eligibility; that is ol the right of employees 
even to be considered tor promotion to the positions to be filled. 
As will be seen, this eligibility involves a number of factor.*?; 

Personal Qtiaiineatioii^ as a Factor of Eligibilily. It has been 
shown that under a proper system of classification ol personnel, 
specific-Uions are made for each position, setting forth the character 
of the duties of the positions and the qualificaiions that must be 
possessed by the incumbenl:. It is evident that the possession of 
these qualilications which relate not merely to knowledge and skill, 
but often to such matters as experience or the possession of aca¬ 
demic degrees or other ce»‘tificates, coiistilutes the first condition 
that must be met by employees in order that they may be even 
considered for promotion to the position lo which such specifications 
relate. The manner in which these specifications are drafted, thus* 
has a direct bearing upon the determination of promotion condi¬ 
tions. They may be so drawn as to make very narrow or very 
broad the field of eligibility. One consideration should, therefore, 
be given lo this feature in the preparation of position specifications. 

Service Slalusii ae a Factor of Eiigihifity. Though important 
the question of eligibility from the standpoint of the possession of 
specified personal qualifications involves few, if any, mailers of 
general policy : the questions involved being chiefly of a technical 
character. It is quite otherwise, however, in the case of the factor 

maxiniuui of JO nercMuit increase, attained ;jt Uu* (‘ini nf twoTity ’ 
servu'e is fixed ; imd (‘Crtriin iiiuxiiiium salnni's, less would 

lenehed uridei' tlic -lO per (-(mt Jiuixinuiin, .-fro li.vr'd for tho bi^^hor grad(.*. 
This .systf'!) of ‘‘longevityapplies uiily to Mie comnjissioiicd f nn^diral 
oflkers. 

Tlio law govf’riiiiig iLis matt(‘r in r(‘spect t(» tlie CViast and (ieodfdic 
Snrv' v pr(»vides Unit commissioned oflicers of Unit organization shall 
recci^^‘tlie same pay and allowanc.es, incdudiiig; longevity as onieevs 
in tli*j navy with whom they hold relative rank. 

The scTni-;;iito]iiatic system, Mr. Mayers states, is to ho found in 
the case of postal clerks and railw.ay mail cJorks in the 7^(»staT 
8e«'\ ice. and assistant examiners in the Patent Oflice. Here the law 
provides f(*r jieriodical increases of compensation upon its ladiig 
demonstrated tliat Uie employees receiving them have attained a 
reasonal»le standard of efticiency. 

Over ihe remainder of the federal service no general system of 
salary iticrear,; .y, whether (lufomaiic or semi-auto mat iCy is in existence. 
Over all the oiioiiikju.s clerical, technical, and specialized employ¬ 
ments, outside th(‘ areas already mentioned, the question of com- 
peiisalion im rease is, in almost all cases, still handled in the unsy.stema- 
tic primitive nianncir which lias licen d(‘S<*.riI>ed above as being charac¬ 
teristic of small and struggling organizations. Op. cii.y p. 489. 
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of service status. Here there is presented the important question 
of the area of the government services from which in any given 
case employees may by chosen for promotion. Stated more speci¬ 
fically. this question is as to whether, in any given case, eligibility 
for promotion shall be confined to those holding positions next in 
rank below the position to be filled in the service in which the 
position to be filled is classified; to any employee holding a lower 
position in that service; to employees in the particular organiza¬ 
tion unit in which the vacancy exists; to employees in the bureau 
of which that organization unit is a part; to employees in the 
department in which the bureau is located or to employees in the 
entire government service. 

The mere statement of these alternatives shows the extent to 
which the essential character of a promotion system will be deter¬ 
mined by the choice made, and the difficulties that exist in making 
such choice. 1 he advantage of restricting narrowly the field of 
eligibility for promotion is evident. Under this practice, the line 
of promotion is fixed with great definiteness. Employees see clearly 
the rewards in the way of advancement that are open to them and 
what they must do to earn them. In many cases the employee 
who will succeed to a higher position when it becomes vacant is 
practically determined in advance, and he can be prepaiing himself 
for his new duties and responsibilities. The fact that an organiza¬ 
tion unit or a bureau does not go outside its own personnel in mak¬ 
ing an appointment, furthermore, tends to develop in such unit or 
bureau an esprit de corps. 

To these advantages are opposed, however, certain disadvan¬ 
tages, chief of which are the narrowing of the opportunities of 
employees for advancement and of the source for securing employ¬ 
ees of the greatest competence. Though an employee under this 
system finds the line of his promotion definite and in a manner 
more certain, he, on the other hand, is restricted from competing 
for promotions to vacancies occurring elsewhere in the government 
service. In like manner the service, instead of having a large 
number of eligibles from whom to choose in making a promotion, 
restricted to the comparatively few to be found in the narrower 
area. 

It is evident that the relative importance of these advantages 
and disadvantages is largely dependent upon the size and charac¬ 
ter of an organization unit or service. At one end of the scale stand 
such services as the military and naval establishments, where the 
desirability of determining in a very definite and restricted way 
the line of advancement is evident. At the other end stand such 
services as the accounting and statistical services, comprehending 
a personnel which is not embraced in distinct services from the 

F, 36 
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organizational standpoint but is scattered throughout the govern¬ 
ment services generally. Here the attempt to restrict promotions 
to those in the organization unit, the bureau or even in the depart¬ 
ment in which the vacancy occurs, may work a hardship both to 
the employees engaged in these lines of work and to the services 
of the government in securing the most competent men for the 
places to be filled. 

Due to this diversity of conditions to be met, no greater mistake 
could be made than to attempt to handle this problem in a uniform 
way in the sense of devising a system of universal applicability. All 
that can be said is that the effort should be made to put into effect 
the following general principles: First, the most important of all, 
there should be recognition that the problem of devising a proper 
promotion system is one that varies with each service and that, 
consequently, the system far each service should be worked 
out as an independent problem so a to secure one adapted to the 
conditions there to be met. 

Secondly, in devising such systems the effort should be made 
to provide for a reasonably broad opportunity for promotion for 
all employees. This means that in such services as those of account¬ 
ing and statistics, the field of promotion should be that of all 
employees engaged in such services, regardless of the organization 
unit in which such work is carried on. 

Thirdly, it is desirable that some preference should be given to 
employees in the organization units in which the vacancy to be 
filled occurs over those employed in other organization units. This 
may be secured by giving a greater weight to the ratings of such 
employees or by leaving to the appointing power comparatively 
wide discretionary power in making such promotions. When this 
is done it is certain that such appointing power will in most cases 
favour employees of his own service. This, however, should not 
go so far as to prevent a comparatively free promotion of employees 
in one bureau or department to superior positions in another bureau 
or department. For, as Mr. Procter has stated 

A plan tliat pe7*mits iiiter-departmenta! promotion 
opens lip the opportunity t’oi* p;u*o\vth and development to 
all pioperJy rjualificd members of a system of fiublie employ¬ 
ment regardless of llio organization unit in which they 
w^crc originally appointed. Tt relieves the situation of 
those who have found their way in what would otherwise 
prove “blind alley'’ oeeupations. It removes a frequent 
cause of unrest and dissatisfaction and tends to promote 
maleriaily the moral or the public service. By opening up 

cp., p. 183. 
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the opportunity to compete for the higher positions to all 
qualified members oP the sei*viee it ensures a larger field 
from which to choose workers for the higher positions and 
ini^reases accordingly the chance of finding workers who 
arc w(?l; qualified and competent to occupy the higher 
positions. 

Factors in Determining Selection among Eligibles for 
Promotion. Having reached a decision regarding the question 
of eligibility, the next element in the problem of devising a system 
for the promotion for personnel is that of determining the elements 
or factors that will be given consideration in making a selection 
for promotion among the eligible class. A study of this phase of 
the problem and of the actual practice of governmental systems 
shows that these factors are four in number: 

1. Seniority or length of service 

2. Service ratings or efficiency records 

3. Competitive examinations. 

4. Personnel judgment of the appointing officer or of a special 
promotion board. 

Seniority ag a Promotion Factor. In practically all promotion 
systems of government services some consideration is given to the 
length of service of eligibles in determining the selection of the 
particular employees to be promoted. This varies all the way from 
where it merely influences the judgment of the appointing officer 
or is permitted to control when other things are equal to where it 
is made the dominant factor. As is well known, this latter principle 
is the one that is followed in the military establishment of the 
United States as respects commissioned officers other than those of 
the highest rank. The only qualification to its employment is that 
the officer so indicated for promotion shall successfully pass a non¬ 
competitive or pass examination. This system is also employed by 
certain of the civil services of the national government which are 
organized on a quasi-military basis, of which the most important 
are the Public Health Service and the Coast and Geodetic Survey. 

The arguments in favour of this system, as stated by Mr. 
Mayers, are:® 

... .that the length of service of employees determines in 
great jiart their technical qualifications that under this sys¬ 
tem internal strife for advancement is eliminated; that those 
responsible for making promotions are relieved from politi¬ 
cal or other outside pressure, and the feeiing that is engen¬ 
dered in the service that promotions arc being made with an 

ciL.f pp. 319-20. 
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even-handed justice tends to promote good feeling and thus 
promote general morale. It is held, furthermore, that the 
greater certainty of promotion that is held out to the in¬ 
dividual. omx)loyce attracts a bettei' class of men to the 
service and retains in Ihe sci'vice many valuable employees 
who would otherwise leave it. 

The obvious drawback to this system is that it does not neces¬ 
sarily result in the selection of the most competent eligible. This 
objection, though by no means obviated, is lessened when great care 
is taken in the original recruitment of personnel and when the pass 
examination is sufficiently rigid. It is of interest to note that this 
system does not meet with the unanimous approval of military 
officers, there being a strong feeling that a system under which 
officers for promotion would be selected by a special board of 
superior officers, which would carefully canvass the qualifications 
of eligibles, would be preferable. Mention should also be made 
of the fact that there is general agreement that it should not be 
followed in respect !o higher positions, and that in time of war 
greater consideration is given to the factor of personal judgment 
on the part of the appointing power, partly in order to secure grea¬ 
ter assurance that only the best qualified are given important 
commands and partly to secure younger men for such position. 

It is difficult to pass any final judgment on ihe merits of this 
system. It may, however, be safely said that it should find no ap¬ 
plication except in the case of such highly organized service'^ as 
the ones that have been mentioned and where it is checked by 
great care in ihe original recruitment of pesonnel and in the use 
of stiff pass examinations. In the purely civil services, most per¬ 
sons, it is believed, will hold that some w^eight should be given to 
this factor; just how much, however, will depend upon the circum¬ 
stances of each case. 

Service Rating or Efficiency Records as a Promotion 
Factor. It is elsewhere pointed out that the establishment of means 
for the methodical determination of the efficiency with which 
employees perform their duties is an essential feature of any proper 
public personnel system. That such rating system should, in most 
cases, play an important part in determining promotions, goes 
without saying. The only question is the extent to which this 
factor should be given controlling weight. In seeking an answer 
to this question, certain facts must be given consideration. 

Ihe first of these is that service records have for their purpose 
to determine the relative efficiency with which the duties of the 
office occupied are performed rather than qualifications for 
another position. It may well happen, therefore, that the efficiency 
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with which the duties of one office are performed does not neces* 
sarily furnish convincing proof of qualification to perform the 
duties of another position calling for a different order of abilities. 
This condition, it is evident, is more likely to occur in the case of 
the higher positions when the qualifications are of a more personal 
or technical character. In those services which are highly classi¬ 
fied, it would seem that efficiency records should furnish an indica¬ 
tion of high value regarding the relative abilities of employees in 
all but the upper grades to perform the duties of the next highest 
position. As Mr. Mayers has put it:® 

If any form of restriction upon the discretion of the 
administrative officer in making selection foi' promotion is to 
be imposed, the use of efficiency records is obviously one 
that commends itself as most nearly appi'oaching the result 
which would be obtained by the honest, Unrestricted exer¬ 
cise of such discretion. Indeed the determination of promo¬ 
tion by efficiency records currently maintained is, in ideal 
theory, not a limitation on the discretion of the administra¬ 
tive officer in selection for promotion but is merely a guide 
to him. If the efficiency records are conectly designed 
and properly maintained, the individual whom they indicate 
as xiroxieiiy in line for xii'omotion sJiouId be the same as the 
one who would be selected by the unshackled judgment of 
the administrative superior when that judgment is based, as 
it should be, upon a full knowledge of all the facts of ]yd^t 
performance of the several emxiioyecs from among whom 
selection musi be made. The record thus serves at once as 
a guide to the administrative officer, and as an imi^artial 
and irrct'ulablc indication of the soundness of his choice. 
Needless to say, this beneficent theoretical function of the 
efficiency records cannot be realised fully in jii'aetice. 

Another feature that makes it difficult to rely wholly upon 
service ratings in determining promotions is that of the desirability 
in many cases, of considering claims to consideration of employees 
working in different subdivisions of an organization unit, or even 
in different organization units or services. In these cases the em¬ 
ployees are not under the same rating system and it is difficult to 
determine their relative merits. In such cases a better test may be 
that of a competitive examination, qualified by the provision that 
only those having a certain rating may be eligible to take the exa¬ 
mination. It will be seen, therefore, the greater reliance can be 
placed on the factor of efficiency rating in determining promotion 
in those services comprehending a large number of employees where 
it is not necessary to go outside of the service to find eligibles. 

Wp. oit.f pp. 322-33. 
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Finally, note should be taken of the two cases where efficiency 
records are maintained merely as an aid to the appointing power 
in exercising his discretion in respect to the selection of employees 
for promotion and where such recoids constitute a legal limitation 
upon his discretionary powers. As will be later pointed out, much 
can be said in favour of not restricting within too narrow limits the 
exercise by the appointing power of his personal judgment in de¬ 
termining who should be promoted. In the great majority of cases 
the two systems, will in practical operation give the same results; 
that is, the appointing power, though not legally obligated to do so 
will in most cases select for promotion the employee indicated for 
advancement by his efficiency records. It is an open question, 
therefore, w'hether there is sufficient gain in making efficiency 
records a legally controlling factor to offset the advantages that 
necessarily inhere in mechanical method of selection. 

It is of interest to note that this is practically the condition that 
obtains in the national government. In most of the executive 
departments and bureaus, administrative orders are in force pro¬ 
viding for the maintenance of efficiency records of some sort. In 
practically no case are they given controlling force. Almost 
invariable they serve merely as a guide or assistance to the ap¬ 
pointing officer in making Ills decision. 

Competitive Examinations as a Promotion Factor. The 

problem of the extent to which advantageous use may be made of 
competitive examinations in determining promotions is similar in 
most respects to that of the use of this method in securing entrants 
to the service, with this important qualification. In the case of the 
original recruitment of employees, the administration is for the 
most part dealing wnlh a number of candidates about whom it 
know's little or nothing, and the examination constitutes its only 
or, at least, its most effective means of securing information regard¬ 
ing their relative qualifications. In the case of the promotion of 
employees, the administration is dealing with a body of candidates 
that have been under the direct observation of superior officers 
and it has though the use of service rating means of testing in 
a most practical manner their qualifications and personal attain¬ 
ments. For this reason it is believed that the use of competitive 
examinations as an obligatory, controlling method of making pro¬ 
motions finds but a comparatively restricted field in public per¬ 
sonnel systems. This is not saying that there are not cases where 
it can be employed with advantage; as, for example, where the 
opportunity for promotion is thrown open to employees in a large 
number of separate oiganization units, where the duties of the 
position to be filled call for little more than technical skill, or where 
the appointing officei may desire on his own initiative to make use 
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of this method in deciding between the merits of a number of 
selected candidates. 

Personal Judgment as a Promotion Factor. The three pro¬ 
motion factors that have been discussed have the common charac* 
teristic that they represent formal or machatiical methods of deter¬ 
mining qualifications, and as such are substitutes for, or limita¬ 
tions upon, the discretionary power of appointing officers. There 
remains for consideration the important question as to the extent 
to which any of them, along or in combination, offers advantages 
superior to the personnel judgment of the officer having responsi¬ 
bility for action. 

As regards the answer to this question, two schools of thought 
may be distinguished: one composed of those outside of the admin¬ 
istrative services, in which class is included private persons inter¬ 
ested in what is known as civil service reform, and members of civil 
service commissions, and the other of those in direct charge of 
administrative services. Ihe former school in general advocates 
making the formal or mechnical methods of promotion obligatory. 
In doing so it has in mind the prevention of abuses rather than the 
working requirements of a personnel system. The latter school, 
composed of piactical administrators, is quite generally opposed 
to these formal methods of selection or, at least, questions their 
efficiency. 

The solution of this problem, it is believed, lies between these 
two positions. It consists in giving weight to all three of these 
factors, but not in making them absolutely controlling upon the 
appointing officer. This means that while the discretion of that 
officer will be the controlling factor, he will give consideration to 
the factor of seniority, and will develop to the utmost the main¬ 
tenance of efficiency ratings and make use of competitive examina¬ 
tions when found advisable to the end that he may be guided in 
making his decisions by all of the facts thereby brought out.^^ 

lOMr. Mayers’ soJntioii of tins proMem is tliat of placing the pro. 
motion of employees, in tl)e hands of a. hoard organized in each service, 
on which the employees have representation. Though the present writer 
is not in accord with Mr. Mayers in this position, his j^roposaJ has much 
to commend it. The passage in which he states it is, therefore, repro¬ 
duced 'll full: 

‘^It is hclieved that the key to the }?rohlem lies^ not in substituting 
mechanical methods for free discretion, but rather in so guarding 
the exercise of free discretion that it may be employed without fear 
of the injection of political or personal favouritism. This can be 
accomplished by the development of machinery and organized procedure 
for exercising discretion in promotion as against entrusting that 
discretion wholly to a single administrative officer. In each service, 
Imreau, or other organization unit, there should bo developed a 
committee of administrative officers charged with responsibility for 
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The Question of Central Control over Promotions. In 

framing rules and regulations governing promotions, few questions 
have given rise to greater differences of opinion than that of deter¬ 
mining the respective fields of authority of the operating services 
and the central personnel agency. 

On the one hand, the former have for the most part strenuously 
opposed the intervention of the latter in the handling of this 
branch of personnel administration. They have insisted that they 
had direct responsibility for the work of the employees included 
in their organization, that they were best situated to determine 
the character of criteria that would most effectively reveal the 
relative merits of employees eligible for promotion, and that 
they and they alone, had that knowledge of the qualifications 
and character of the past services of employees to enable them in 

making recommendations in respect to all selections for promotion. 
Provision should be made for developing and furnishing to this 
committee or body comiilcte infor»nation regarding the character of 
work performed by, and the qiriUlications for promotion of an 
vimplo.vce. The basic element in the provision of this information 
should be, of course, a system of elficiency or service records currently 
maintained. This rec(ir(l should bo a current record of all facts 
bearing on the employee’s service, ft should bo made periodically: 
but entries may also he made from time to time as special fM'casion 
therefor arises. Tt should contain c.\}»rcsHiuns of opinion as well 
as statement of fact. These may be expresseil in any terms which 
may seem best to the administrative officer whose own convenience 
will dictate, of course, the desirability of expressing ail records so 
far as possible in st.'uidard terms. These periodic records should be 
supplemented by a full statement, submitted by the proper administra¬ 
tive officer at the time of the proposed promotion, explaining with 
particularity any reason for a variation from what would normally 
be expected from the face of the efficiency records previously entered. 
It should also be within the power of this committee or bo.ard to 
summon before it for interview, or even for written test, if it thinks 
such test appropriate, all the candidates or such of them as it may 
deem desirable. With all these various sources of information at its 
disposa I, it is believed that a committee animated by a desire to act. 
fairly could effect, in virtually" every case, a recommendation consonant 
with the best interests of the service from the standpoint both of 
administrative efficiency .nnd of the morale of the service; and that 
its judgment, in almost every case, would coincide with thnt of the 
administrative officer immediately concerned. 

A question of no little importance in providing for such promotional 
boards is whether or not representation on such boards should 
be given to the central personnel agency, the Civil Service Com¬ 
mission. If the policy advocated in this volume of increasing greatly 
tJje responsibility oV the Civil Service Commission for seeing that 
proper personnel methods are employed by the several departments 
and services is adopted, it is believed that substantial benefit would 
result from at least giving to the Commission the right, if it so 
desired, of having a representative i)articip.ate in the board proceed¬ 
ings. »^ Op. ct^,pp. 342-43. 
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concrete cases to determine to whom the promotions should be 
given. 

On the other hand, advocates of centralized control have con¬ 
tended that, while these conditions may be largely true, there are 
other factors requiring consideration. Summed up these are: 
thal, if the operating services are subjected to no superior direction 
and control, there will be no assurance that these services will 
disregard all considerations other than merit in determining pro¬ 
motions, that they will not yield to political or personal pressure, 
thal consciously or unconsciously they will not be unduly influenced 
by personal feelings, that they will devise and, in effect, operate 
proper rating system for determinini^ the relative efficiency of 
employees. They further state that a condition of affairs where 
the whole employment status and future of employees are subject 
to the uncontrolled action of a single officer or small group of 
officers, is one bound to have certain unfortunate consequences. 
One constantly hears the statement thal an officer having the 
power of making or i ecommending piomotions has favourites 
and those whom, to use the vernacular, he has it in for. Whether 
this is true or not, the fact that it is believed in many cases and the 
further fact that an employee who believes he has been improper¬ 
ly passed over in makuig promotions has no redress produces, it is 
claimed, a situation where injustice may be done individual 
cases and general morale of the service may be jeopardized. 

Examination of the issue here raised shows that a superior 
control by a central personnel agency over operating services in 
respect to matters uf promotion may be exercised in three ways. 

In the first place, the central agency may limit its action on 
this field to general orders ensuring that the operating services are 
carrying out in good faith the provisions of laws or executive 
orders bearing upon this matter and requiring from such services 

li“Closely related to it (elimination of political considerations) is 
the desirability of giving the emplo^'ces that a.ssuranee of impersonel 
fairness in making ])romotioiis which the use of formal methods pro¬ 
vides, Though administrative officers may not be actuated by personal 
or political considerations, nevertheless a feeling not infrequently 
arises among the employees that such motives do have weight. In¬ 
cidentally it may be remarked that, in not a few instancies, the 
employees in daily working relations with the person selected for 
jiromotion are in a better position to form an estimate of his capabi¬ 
lities and limitations than the superior whose contact with him 
has not been so intimate. Whether this is so or not, the fact remains 
that in most large organizations, public or privjite, the uncontrolled 
exercise of discretion in selections for promotion almost invariably 
tends to result in general dissatisIIc.ation. For this reason the use 
of formal methods of selection for promotion may be re^j^arded as 
inherently desirable.” Mayer,s, Op. cit., p. 306. 

F. 37 
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of reports or returns that will enable it to determine the manner 
in which those orders are in fact beinsf carried out. 

.Secondly, it may go beyond this and seek to prescribe in more 
or less detail for each service die factor? that shall govern in the 
making of piomutions, the relative weight that each shall have 
and the procedure, whether though the employment of efficiency 
rating systems, competitive examinations, or otherwise, that shall 
be used in evaluating these factors and subsequently Co assure it¬ 
self that these orders are properly carried out. 

And, thirdly, it may perform the function of an appeal board 
to which individual employees, who feel that they have been un¬ 
justly treated in the matter of promotions, may appeal. 

Of these three methods of action, there can be little doubt that 
the first is the one that, at the outset at least, should be employed. 
The function of a central agency, in a word, should be merely one 
of general supervision; that is, taking action that will ensure that 
the operating services observe certain fundamental principles, 
such as the merit system, and making use of some method for 
determining the relative merits of those eligible for promotion. 
Any attempt to go beyond diis gives rise to the danger of trans¬ 
ferring responsibility for the handling of personnel from the heads 
of the services, where it properly belongs, to the central agency. 

Apart from this fundamental consideration it is doubtful whether 
a central agency is competent to devise and prescribe efficiency 
rating .sy,stems and other means of determining promotion quali¬ 
fications for the operating services. It has been pointed out that 
no one efficiency rating system is satisfactory for ail services. 
In general, each service must have a system devised with special 
reference to its own needs as determined by the character of its 
work. Responsibility for the devising of such system should, 
therefore, rest upon the several operating services. It would 
be a reasonable requirement, however, that they should submit 
such system as first worked out to the central personnel agency, 
both for its information and in order that it might make such 
criticism of. and suggestions in relation to, them as it deemed 
proper. It is altogether probable that the central agency, thus 
having before it all of the rating and promotion systems of the 
several services, would be able to make valuable suggestions in 
relation to them that would be readily accepted by the services. 
In this way it could probably accomplish more than it could if it 
had the absolute power of prescribing the promotion procedure 
to be followed. Where the system of a service was thoroughly 
unsatisfactory and the service refused to improve it, the central 
agency could as a last resort bring the facts to the attention of the 
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service’s superior officer, the head of the department, or, if need 
be, the President himself or Congress. 

In no cases is it believed that the central agency should have 
the right to substitute its judgment for that of the head of a service 
in respect to promotion of individuals. The farthest that inter¬ 
vention in this respect should go would be the establishment of 
the principle that an employee who believed that he had not 
received justice in the matter of promotions should have the right 
to lay a statement of his case before the central agency. This 
right would act as something of a check upon an administrative 
officer who was inclined to let other than proper considerations 
determine his action in the making of promotions. 



CHAPTER XX 


DEMOTION AND DISMISSAL OF PERSONNEL 

It is hardly necessary to say that if efficient service is to be 
secured from personnel, those in authority must have adequate 
disciplinary authority over those employees for whose direction 
and work they are responsible. In our chapter dealing with the 
promotion of personnel we have had to do with one of the most 
effective means possessed by the directing heads of services of 
securing good work from their employees: that, namely, of holding 
out to such employees the prospect of reward for faithful and 
efficient work in the form of increases in compensation and advance¬ 
ment to more responsible and higher paid positions. Effective as 
this means is, it alone is not sufficient. If the requirements of the 
situation are to be fully met it must be supplemented by the correla¬ 
tive power of imposing penalties upon those whose work does not 
measure up to a fair standard of excellence or whose general 
conduct is such as to bring discredit upon or otherwise to lessen the 
moral of the service. These penalties can take various forms— 
the deprivation of privileges, such as annual leave, the imposition 
of fines, suspension without pay, demotion to a lower compensation 
or position, or dismissal. 

Of these several penalties, only the last two are of practical im¬ 
portance. Ibis is due to a number of reasons. In the first place 
there is a general feeling that the penalties of imposition of fines, 
deprivation of privileges, or suspension without pay, are of a char¬ 
acter that do not comfort with the dignity of the government ser¬ 
vice. Combined with this is the conviction that the employment of 
these penalties would do more than good, since their use would 
engender in those subjected to them a soreness and resentment that 
could not fail to lessen their loyally and detract from the interest 
with which they would perform their duties in the future. Certain 
it is that little or no use is made of ihe.-c penalties by the national 
government and it is believed by few other governments of the 
United Slates. With the feeling that exists in regard to them 
this is probably a wise thing. Due to this, the problem of control¬ 
ling persons through the infliction of penalties narrow's down to 
that of the conditions under which use should be made by those in 
authority of the power to demote and, in extreme cases, to dismiss 
employees. 
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Necessity that Appointing Power Should Have Power of 
Demotion and Dismissal of Personnel. As has been slated 
there can be little doubt but that a proper personnel system should 
vest in the appointing officer the authority to demote and, if need 
be, to dismiss the employees appointed by him. This is necessary 
for two reasons: to enforce discipline and to ensure that employees 
are not retained in positions for which they are not fitted. To state 
this in another way, the good of the service may require the demo¬ 
tion or dismissal of an employee for two reasons: one. if where 
the employee has the ability but for one reason or another does 
not properly perform the duties of his office; and the other, if 
due either to his original lack of capacity or the subsequent im¬ 
pairment of his faculties, he is unable, through no fault of his own, 
to meet the requirements of his position. Action in the second 
case may seem to impose an unmerited hardship upon the employee 
concerned, but the situation is one where individual interests must 
give way to the general interest. 

Necessity that Power of Demotion and Dismissal Should 
Be Exercised. It is desired to emphasize the importance of the 
appointing officer, not only having this power but also of actually 
using it, since the failure to employ this power when circumstances 
render it desirable is responsible in no small degiee for inefficiency 
in the public service, and the attempts to reform the civil service 
of our governments in other respects, a?, for example, in making 
the service more permanent and in imposing limitation upon the 
appointing power with a view to ensuring that action is not con¬ 
trolled by political or other improper motives, have had the ten¬ 
dency to restrain still more the use of this power. 

With respect to the first point, it is a matter of common know¬ 
ledge that employees in the government service are retained in the 
service or in particular positions, who either do not have the quali¬ 
fications for the proper performance of their duties, or having them 
do not exercise them in a proper manner and who, if they were in 
private employment, would be summarily demoted or dropped.^ 

iThnt. oi^icers of tlie nalioiml goverument almost ’svlioMy fail to 
exercise tlieir power of deinoting or dismissing incompetent or ineHicient 
cJUi)Ioyees is sliowji by the following quotation from Mr. Mayers’ study 
(pp. 505-07): 

“Jn 1800 Congress imposed upon the heads of the several executive 
clopurtmeiits the duty ‘to report to Congress each year in the annual 
estimates the number of employees in each bureau and office, and tlie 
salaries, of each, who are below a fair standard of efficiency.’ This 
statute, it will be observed, does not require that those below a fair 
standard of efficiency shall be removed from the service, but it is doubt' 
less equivalent to a moral mandate. Furthermore, it makes no distinc' 
tion between employees whose inefficiency is due to age or physical 
infirmity and those inefficient for other reasons.” 
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With rasped: to few features is iheir a greater contrast between 
public and private employment than in respect to this. It is thus of 
the utmost importance that provision should be made in some way 
for the most energetic use by government officers of the power to 
demote and ciismi v> employees than is now ihe ca-e. As Mr. Mayers 
has excellently put it:** 

From I iic ivc side tho most inijiorlaiil meaTis for 
cnsiiriii'i' indlvidiiiil (dlirioiioy lies in tlio possession by those 
in aiilhorily of the power 1o demote or dismiss liiosc* em¬ 
ployees will! do not pei'form theiJ* work salisint-toriiy. This 
means oteonli'oi is effoetiv(\ liowc^vei*, on.iy if it is i'i<*‘idly 
exeieised wlien cireinnsiain'cs wai-rant. In j)i*iv’atc under¬ 
takings i*or gain few diriieiilties !i(‘ in the w.'vy oi; such exer¬ 
cise. Not tnily does the ])rofi1 element eonstitiite a strong 
ineent i vr to its use, but those upon whom respon.sibilit\ for 
aetioii resis as a, riilo do not ba\’o to scenre tlie a])proval of 
any superior aiiTliojity and only rarely Inivc to justify their 
action. In a govcrnmonl condit ions a radical !y diff(‘ron1. 
Not only is iliepi*ofi1 eleinent usually abseut, but those 
diro('1ly in charge of ojicrations are rarely Tree to act, duo 
to the faci that superioi* sanction must often ])e obtaiued. 

It results from this that it is exceedingly difficuit to 
secure fi-om pu])li(* administration anytliing like the exercise 
oftlic ]> 0 Aver of demotion or dismissal that conditions in 

n the ropDj t.s submitted jmrsii.-oil 1u tlic stritiito j.iist referred to 
for tlic year eiidod .time r.O, llio Scrrotaiy of State eategorirally 

states‘that tlicie art* no employees in tlie Depiniineiit of State helo'w 
a fair average of eflieieiirv. and tli<* Chairmao of tlie Pedcrai Trade 
Co mm's si on and of the .Podernl Hoard for Yoe.'jtional Edm*o.tion, the 
only indi'pcaident (^st.n1)li.sliment udiieli filed ropnj ts pursuant to the 
statute tliat year, are eqiia lly positive. The Seorctary of the Treasury 
somewhat more moarstly suhmits a statement from tlie eliicf el( rk of 
the department to the offeet that tlie following (jffices, and the list 
emloTices all the ofin es of the Department, ‘ie])ort that there nco no 
employees therein who are below a fair standard of ofTIcieney.' Similarly 
the Seerotary <ii' the Navy reports that ‘my information is that there are 
no employees in tliis department below a fair standard of efficiency’ 
and the Postmaster General states that ‘based (»Ji eJlieiency ratings, 
there are no employees of this Department who are bcloAv a fair standard 
wothiii the meaning of the act. ’ The Attorney Geiieral states that it is 
reported that there arc no employees in this Departmeut, so far as 
officially informed, who arc t'olow a. fair standard of efficioney. Each 
of the remaining executive departments reports several employees as 
being bcloAv a fa ir stamlarcl of elliciciicy. The. W.m* Department stated 
that in ea('h r)f the cases reported by it ‘a reduction in grade is contem¬ 
plated.’ None of the other departments indicated what action it iiro - 
posed to ho taken in the cases reported by them. It is evident that the 
departments have not taken this requirement seriously, and that no good 
is accomplished by it.” 

2Maycrs, The Federal Service, p. 192. 
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the several services more than warrant. Tt is open know¬ 
ledge that many employees who are notoriously incom¬ 
petent and inefficient are retained on the rolls, though Hie 
clKU'aclei* of lljeir ivork is w(‘ll known by tliose in charge 
of tlunn. 

One of the changes urgently needed in the fedeial 
services, there fore, iS the taking of those steps which will 
tend to ensure a nio7*e vigorous exercise of tJie disciplinary 
power. 

Evils of Restrictions upon the Power of Demotion and 
Dismissal. It is easy to stale that government officers should make 
a more vigorous exercise of their power of demotion and dismissal. 
It is not so easy, however, to device the means that will ensure 
that they will do so. One thing, however, can be done, lhal is, to 
remove certain restrictions which tend to prevent them from taking 
action in this way. It has been repeatedly pointed out that advo¬ 
cates of civil service reform have been in the past open to the criti¬ 
cism that in their desire to prevent abuses, ihey have not given due 
regard io the more positive side.s of the problem of securing 
efficiency in personnel administration, lo too large an extent 
their proposals have had for their purpose to prohibit or restrict 
the action of the appointing and diieciing authorities. This ten¬ 
dency is especially in evidence in respect to the matter under 
consideration. In their desire to prevent these authorities from 
abusing their powers though yielding to political or personal 
pressure or being guilty of arbitrary action that would work 
injustice lo employees, they have secured the enactment of laws 
or the adoption of regulations restricting in various ways the 
exercise by appointing officers of their power to demote or dismiss. 

Ihese restrictions vary all the way from where the power of 
making demotions and dismissals is practically taken out of the 
hands of the administrative officers and vested in some other agency 
to where the limitations upon the appointing officer consists merely 
in such requirements as that no employee shall be demoted or 
dimissed except for cause, that before final action is taken he 
shall have an opportunity to be heard in his own defence, and that 
the cause for which a demotion or dismissal is made shall be set 
forth in writing and filed with some appropriate officer. In 
examining these limitations it is desirable to begin with those that 
are of the most restrictive character. 

The furthest point to which restriction upon the power of admi¬ 
nistrative officers to demote or dismiss their employees may be 
carried is to take that power away from them entirely and to vest 
it in some other authority. This provision, as regards dismissals 
at least, is found in the personnel systems of a number of American 
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governments. In these cases the dismissal power is vested in special 
trial boards, usually composed of members of the Civil Service 
Commission, and in some cases with provision for employee repre¬ 
sentation. Mr. Mayers mentions Chicago as the leading example 
of a personnel system containing this provision. The arguments 
for and against this syslem are stated by Mr. Mayers as follows.*^ 

Opinions liave differed very widely as 1o the wisdom 
of this provision, both in theory and as it lias worked out 
aetnally in Ohicaiyo and elsewhere. It lias been eontended 
by the advoeaies of the system that it results in prompter 
and more <>(Mi<’ral removal of the ineffieient because it re¬ 
lieves the administrative officer of the burden of ordering’ 
such removals, putting him merely in the positions of a com¬ 
plainant, while the onus of the final decision rests upon the 
trial hoaid; and that llus hom’d is able to exercise its power 
fearlessly because it need not dread incun-ing the disfavour 
of the employees, since it does not require their future 
co-operation, as does the admiiiislrali\e officer, in order to 
succeed in ils work. On the other Iiand, the opponents of 
the system condemn it as relieving the administrative officer 
of a I’esponsibilily wluch should squarely be liis, of depi’iv- 
ing the energetic and forceful administrator of the power 
of removal which he sliould have if he is to retain control 
of his dcfiartnieut, and of furnishing the incompetent em- 
Xiloycc ail cla])ornte pi-oteetion against lemovnl to which he 
is not entitled and which, on the contrary, redound to the 
disadvantage of the service. Tlie view upon the point last 
mentioned is based upon the belief, which it can hardly lie 
doubted is supported by exyierienec, that when a body is 
created, as in this case, nominally to deal oat even-handed 
justice but actually to protect the interests of the employee, 
almost invai'iably it tends to develoii a bias in favour of 
the employee, so that the administrative officer who prefers 
charges against the employee is likely, when he appears 
before the board, to find himself actually in the position of 
a defendant, though nominally complainant. 

In the opinion of the writer the objections to this system far 
outweigh its alleged advantages. That it diffuses responsibility, 
something which should always be avoided if possible, is evident. 
That it lessens the direct control of administrators over their sub¬ 
ordinates is equally clear. Finally, it places the administrator in a 
position where he is, in a measure, pul upon his defence even in 
respect to the recommending of action. As has been pointed out, 

cit., p. 503. 
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an administrator is at best loath to take the action that will result 
in the demotion or di?missal of an employee. If he has got to de¬ 
fend his ac'ion in each case before an outside board, which may 
not be sympathetic if not actually hostile, he will simply refrain 
from doing anything except in extreme cases where action cannot 
be avoided, Ihe only case where it is believed some such system 
as this properly finds a place, is in a service of a military character 
or of a quasi-military character, such as the police and fire services 
of our municipalities. 

A second method of restricting the demot ion and dismissal power 
of administrators is that of requiring them, before taking action 
to bring the matter before a board organized within the service, 
or within the department to which the service belongs, and com¬ 
posed partly of representatives of the directing personnel and 
partly of representatives of the employees proper lor its considera¬ 
tion and advice. Though this system is much Jess objectionable 
than the one jii?t considered, it is still open to the objections that 
it allows the administrator to shift his responsibility to a certain 
extent and that it places him in the position of perferring charges 
which he must defend. This may occasion no trouble in extreme 
cases where misconduct is the ground for action These cases, how¬ 
ever, arc relatively infrequent. Much the most numerous cases are 
those where no charges of a specific character can be brought, 
where the reason for action lies in the general inefficiency of the 
employee, his lack of the special qualifications required for the 
performance of the duties of the office held, or simply that he is a 
square peg in a round hole. 

Still a third method of restricting the administrator’s power 
of demotion or dismissal is that of providing that an appeal from 
his decision in respect to matters of this kind may be made to a 
superior administrative officcir, as, for example, from the head of 
a field station to the bureau chief at Washington or from the 
head of a bureau to the head of the department in which the 
bureau is located. This is the system which practically obtains 
in the federal service, due to the fact that for the most part the 
appointing power, and consequently the power to demote or 
dismiss, is vested in the head of the departments rather than in 
the heads of the bureaus and field stations. The result of this is 
that all the bureau or station chief can do is to recommend action, 
the final decision resting with the department head. The objec¬ 
tions to this system are that it divides responsibility and by com¬ 
pelling the oflBcer in charge to justify his recommendation to 
another officer to restrain him from acting when regard for the 
good of the service would make it advisable. As Mr. Mayers, in 
commenting on this provision, says:^ 
ciUy p. 493. 

F. 38 
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Since the conditions and necessities of the public service 
are not those that, in any case, make Cor a firm exer¬ 
cise of the removal power, the investment of the head 
of the depai'tment rather than the bureau head with the 
final Icfral authority for removal constitutes a division of 
responsibility Mdiich still further lessens the probability 
that the power will be vigorously exercised. The situa¬ 
tion is well illustrated in the ease of a local employee who 
is ap])ointcd by the head of the dei)artment. The final 
responsibility for liis removal rests not on local chiel* 
nor yet U])oii the chief of the imreau at AVashington, but 
upon the secretary of the department. Thus the local 
chief and the chief of the bureau arc each in turn relieved 
of the necessity for final action and may shift that res¬ 
ponsibility to their superiors. The net result is a system of 
circumlocution cand delay in handling questions of reduc¬ 
tion and removal which is one of the distinguishing defects 
of the federal personnel system. 

Of a radically different kind are those restrictions or rather 
provisions which have for their purpose, not to limit the power of 
an administrator to demote or dismiss, or to compel him to share 
responsibility with some other officer or board, but merely to 
give evidence that he is acting from a proper motive. These 
consist of the requirements that before acting the employee 
interested shall be given notice of the action proposed to be taken, 
and of the reason therefor and that he be given opportunity to 
be heard in his own behalf, and that the officer acting shall re¬ 
duce to writing the grounds upon which he has taken action and 
file a copy of such paper both with the paper of the case and with 
the central personnel agency. The check upon the administrator 
in these cases is, it will be noted, wholly of a moral character. It 
is none the less effective if the problem is considered from a gene¬ 
ral standpoint. 1 hough under this system, unwarranted action 
may be taken in individual cases, few administrators will be 
willing to subject themselves to the criticism that would be bound 
to be made by the central personnel agency and others if any 
attempt is made by them to abuse in any general way their powers 
in this respect. Our general conclusion, therefore, is that restric¬ 
tions upon the powers of administrators to demote and dismiss 
should rarely go beyond the provisions just discussed. The pro¬ 
visions of the act of August 24, 1912, governing this matter in 
respect of the national civil service, would, therefore, seem to be 
thoroughly, satisfactory. It reads as follows: 

That no person in the classified service of the United 
States shall be removed therefrom except for such cause 
as will promote the efficiency of said service and for rea- 
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sons given in writing and the person whose removal is 
sotight shall have notice of the same and of any charges 
preferred against him, and be furnished with a copy thereof 
jind also be allowed a reasonable time for personally answer¬ 
ing the same in writing ; and affidavits in support therc- 
ol* ; but no examination of witnesses nor any trial or hear¬ 
ing shall be required except in the discretion of the officer 
making the removal ; and copies of ehai’gcs, notice of 
hearing, answer, reasons for removal, and of the order of 
removal shall be made a part of the records of the proper 
deiiarlmcnt or office, as shall also the reasons for reduction 
in rank or compensation : and copies of the same shall be 
furnished to the person affected upon request, and the Civil 
Service Commission also shall, upon request, be furnished 
copies of the same..., 

On this question of the extent to which the central personnel 
agency should intervene in respect to removals, the nearest agree¬ 
ment that could be reached by those participating in the Conference 
Committee on the Merit System is expressed in the following:^ 

About forced removals of employees who do not 
measure up to a reasonable degree of efficiency, there is 
the greatest diversity of opinion, though it is generally 
agreed that the personnel agency should have some part 
in such removals. There is no denial that in its rules it 
should picscribe what constitutes cause for removal, nor 
that in its administrative practice it should sec that any 
employee removed from a permanent position after the 
expii'ation of the probation period is supplied in writing 
wilh a statement showing the specific facts which constitute 
the cause for his removal and is given an opportunity to 
make any reply to such charges that he may desire; also 
that such written statements and the employee’s answer, if 
any, should be filed as a public record with the personnel 
agency. There is general agreement too that the personnel 
agency should be empowered to prevent iDinovals for 
racial, religious, or political reasons. Some would give the 
personnel agency no further part in handling removals. 
Some, on the other hand, would give the personnel agency 
either exclusive or co-ordinate power to ^receive or file 
charges against employees, to make investigations, to deter¬ 
mine whether the facts constitute cause for removal or 
disciplinary action, and to make removals from the 
service and prescribe and enforce disciplinary measures. 

^Tho Merit System in Government^ pp. 48^ 49. 
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Some would give this power to the personnel ngency for 
only parts of the service (such as the unirormed fire and 
police forces). 

DiBinisBal of Officers Appointed by and willi the Advice 
and Consent of the Upper House of the Legislature. The 

manner m which officers appointed by the chief executive by and 
with the advice and consent of the upper house of the lc<^islalurc 
may be dismissed, presents a special case that is of no little interest. 
The question here at issue is whether the removal of persons appoint¬ 
ed through this procedure can be made upon the action of the chief 
executive alone or whether it requires the concurrence of the upper 
house that has participated in the appointment. Where, as in the 
case of many of the stales, the law expressly requires such concur¬ 
rence, joint action by the two authorities is, of course, necessary. In 
the case of the national government, however, the constitutional 
provisions concerning the appointing power, and most, of the 
statutes based upon these provisions, which vest the power of 
appointment in the hand? of the President with the qualification that 
such appointment must have the approval of the Senate, make no re¬ 
ference as to whether such consent shall be necessary for the re¬ 
moval of the officers so appointed. The question as to whether such 
consent should be required arose in conneclion with the Iraming 
of the act of 1789, providing for the creation of the Dcpailment of 
the Treasury, the first exec, live department to be organized by 
the national government under its new conslituiion. By a tie vote 
in the Senate, wffiich was broken by the vole of the Vice-President 
in the Chair, it was decided that though the Secretary of the 
Treasury should be appointed by and with the advice and consent 
of the Senate, “he might be dismissed by act of I he President 
alone.” The controlling consideration leading to this decision was 
that unless the President had this uncontrolled power, it would be 
difficult, if not impossible, for him properly ’o meet his constitu¬ 
tional obligation to “lake care that ihe laws be faithfully executed. 

The precedent thus set, as has been stated, has been almost 
universally followed. In providing for the appointment ol the 
more important administrative officers by the President by and 
with the advice and consent of the Senate the laws have generally 
made no provision regarding the power to removal and ihe Presi¬ 
dent has been deemed to have the power to remove upon his own 
action alone. 

A departure was had from this practice, however, in the formu¬ 
lation of the act of July I’d, 1S7(>, regarding the Postal Service, 
which provided that postmasters of the first, second, and third 
classes '‘shall be appointed and may be removed by the President 
by and with the advice and consent of the Senate.” This act 
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raised the question as to whether Congress could constitutionally 
thus limit the power of the President. For many years this issue 
did not come before the courts for decision due to the fact that 
Presidents, instead of directly removing postmaster? of the classes 
mentioned, nominated men to succeed them, and the approval of 
the Senate to such nominations was deemed ipso faclo to carry 
with it the removal of the incumbent of the office. In 1920, how¬ 
ever, President Wilson in the case of one Frank S, Myers, a 
postmaster of the first class at Portland, Oregon, elected to act 
directly, and dismissed Myers without submitting hi? action to the 
Senate for its approval as required by law. The legality of this 
action was contested and the case went finally to the Supreme 
Court of the United States, where it was decided, on October 25, 
1920, that the President had acted within the scope of his powers 
and that the dismissal was legal. This decision could only be 
reached by the court holding that the provision of the act of 
Congress requiring the approval of the Senate to the removal of 
executive officers appointed by the President by and with the 
advice and consent of the Senate was unconstitutional. The basis 
for this position w^as that the attempt to restrict in this way the 
power of the President to remove executive officers appointed by 
him prevented him from properly discharging his duty of seeing 
that the laws are faithfully executed. Whatever position may be 
taken regarding the justice of this decision from a slriclly legal 
standpoint, its results from an administrative standpoint must be 
deemed to be benificial.® 


<>Tl»o (lorisioii hi lliis ease Myers v. United States, is one of the most 
important decisions in the tield of jmhJir* Jaw lliathas ever been rendered 
]»y the Uoilcd fcStates Supreme Court, in the briefs and in the majority 
and dissentiiiff (jpinions of tJic court is to be found a wealth (.-f uiaterm i 
regarding llie nature of the executive power and the wliolc subject of 
the appointnienl and dismissal jinwer. 



CHAPTER XXI 


SOME SPECIAL PROBLEMS OF PERSONNEL 
ADMINISTRATION 

The foregoing chapters dealing with the recruitment, promotion, 
and dismissal of employees by no means exhausts the problem 
presented in securing and maintaining an efficient personnel system. 
There are many other factors collateral to these operations that 
must be met if satisfactory results are to be obtained. It is im¬ 
practicable within the compass of this work to handle all of these 
special questions. The more important ones should, however, be 
at least mentioned and their more important aspects commented 
upon. 

Assignment, Temporary Detail, and Transfer of Person¬ 
nel. Among these special questions a prominent place should be 
given to the problem of assigning personnel to particular tasks. 
This is a matter that has always given rise to much trouble. All 
organizations of any considerable size have a strong tendency to 
develop personnel systems of extreme rigidity in which it is often 
difficult to move about personnel so as to meet the varying needs 
of the different parts of the organization or to ensure that indivi¬ 
duals are finally given the positions most nearly corresponding to 
their particular capacities. This tendency is especially strong in 
the case of governments, where the service status of most 
employees is fixed by general statute or appropriation acts, and 
where consequently, those in charge of employees do not have the 
same powers of free direction of employees as is possessed by 
administrative officers in private undertakings. This danger of 
excessive ripridity is, if anything, increased when a government. 
adopts a comprehensive classification of personnel, which as has 
been indicated, is a fundamental requirement of any proper per¬ 
sonnel system. 

In our consideration of the promotion problems, attention has 
been given to one phase of this question. It has been pointed out 
that, except in those services which, on account of their size or 
special character, do not need to go outside of their own force of 
employees in making promotions, provision should be made where¬ 
by an employee in one organization unit could be promoted to a 
superior position in another service. Such promotion, of course, 
involves a transfer of the employee from one organization unit to 
anoiher. In these cases, however, there is no change in the number 
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of positions comprehended by an organization unit. Such transfers, 
therefore, do not affect in any way the problem now under con¬ 
sideration of securing flexibility through the transfer temporarily 
or permanently of employees from one organization unit to 
another in order to meet varying work demands or the transfer of 
employees from one service to another within an organization unit 
or from one organization unit to another in the effort to place 
them in positions which correspond to their special abilities or 
even their individual desires. 

Confining ourselves to this class of transfers it may be stated 
that as a theoretical proposition it is desirable that the maximum 
of fluidity in assigning and transferring personnel should exist. 
There are many services in which the burden of work is uneven 
during the year and there are others whose burden of work is 
constantly growing greater or is steadily diminishing. Unless the 
possibility exists of shifting personnel, numerous cases will occur 
where the personnel of certain services are not fully employed all 
the time and others where the working force is overburdened, or 
where additional employees have to be temporarily engaged. 
There are also many cases where individual employees are engaged 
upon work not suited to their capacities or temperaments who, if 
transferred to other work for which they are better adapted or 
which arc more congenial to them, would make a far greater return 
in the form of work pe formed. 

Though these facts are well known, few governments have 
succeeded in developing the machinery and procedure for handling 
this matter of transfers in a satisfactory manner. The difficulties 
to be overcome are the following: In the first place it is difficult 
to interest one service or organization unit in the affairs of other 
services or units. For the most part it has secured a grant of funds 
for the payment of its personnel, and it sees no advantage to itself 
in allowing these employees to work for other services or organiza¬ 
tions. It thus tends to keep to itself the information that the 
services of certain of its employees might be spared for other 
work. Those services having need for additional help in order to 
meet an emergency, thus, have inadequate means of learning the 
sources from which they might draw employees for temporary 
work. Secondly, the establishment of a system under which indi¬ 
vidual transfers might be freely made has led to one bureau or 
department competing with another for the services of certain 
employees and to the employees themselves constantly seeking 
transfers in the hopes of bettering their conditions. These difficulties 
are most apparent in those governments that have not adopted a 
scientific classification of positions and standardization of compen¬ 
sation. With such a system in force, competition between bureaus 
and departments through the offering of higher pay will come to 
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an end. There will still remain, however, the need for developing 
a machinery through which the varying work needs of the several 
services may be made known and the transfer of personnel required 
to meet these varying needs may be directed. This means that the 
responsibility for securing such information and seeing that the 
action needed is taken must be vested in some agency exercising 
jurisdiction over all the adminisirative services of the government. 
Such an agency is the bureau of general administration, attached 
to the office of the chief executive or the Civil Service Com¬ 
mission. 

The handling of this problem would, furthermore, be much 
facilitated if the legislative branch in voting funds for the compen¬ 
sation of pcr.'onnel would, as is elsewhere recommended, follow 
the lump sum, instead of the itemized or statutory-roll, system of 
appropriation. Where this is done the compensation of employees 
transferred could readily be made a charge upon the appropria¬ 
tions of the services for which they actually worked. This would 
tend to lessen the opposition of services to having their employees 
detailed for work in other services. 

A feature of this branch of personnel administration that is of 
.special importance in the case of the national government is that 
of the extent to which transfers of personnel between the central 
offices ai Washington and the field establishments should be per¬ 
mitted and if permitted should be encouraged. Mr. Procter in 
his work takes the position that such a practice would be highly 
beneficia!. He thus says: ^ 

The advaiilao-es of siu*h a system lie in several direc- 
tions. In the first place, especially if appointments to 
Washington wore rei^arcled rather in the nature of a detail 
for a teim than in the nature of a permanent appointment 
it would result in a conlimious interchange of personnel 
betw^een the field establishments and the departmental 
offices in WasJiin.gton. An interchangte of tJiis kind is well 
recognized in i?ngo commoi’cial and industrial organizations' 
as in tlio highest degree beneficial. Where no such intei*- 
('liarift-e of personnel obtains, it is almost invariably the case 
tliat the central office personnel fails pro])erIy to appreciate 
the conditions and the difficulties under which the field 
personnel works and that, conversely, the field personnel 
tends to be impatient of th • requii-cments laid down by the 
central office with respect to the accounting, reporting, and 
related matters, the impoi-tance of which, for 1hepur])osc 
of central control, is not clearly apparent to those in the 
field. Hence it is that prompt and willing co-operation 
between field and central establishments, one of the prime 

^Procter, Principles of Public Personnel Admiuistration^p. 286 
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requisites of effective admii)istralion, is <^Teatly facilitated 
the i)ractlce of iiiterchanjve of personnel here suggested. 

There can be little doubt that these advantages exist in the case 
of certain services. In others they are not so apparent. Here again 
the regulations and practices should conform to the special 
requirements of the several services. 

Service Rating or Efficiency Record System. Provision for 
the methodical determination of the efficiency with which employees 
perform their several duties is an essential feature of any proper 
public personnel system. This for a number of reasons. In the 
first place, without this information it is impossible for a govern¬ 
ment to handle the important question of promotion upon a merit 
basis. Purely apart from this, however, the maintenance of a .system 
for the determination of the fidelity and efficiency with which em¬ 
ployees discharge the duties of their offices is necessary as a means 
of stimulating a proper esprit de eorps on the part of working 
personnel. Nothing more encourages personnel to pul forth their 
best efforts than the feeling that if they do good work, this will 
be noted not merely by the officer immediately in charge of their 
work, but also by other superior officers upon whose action their 
advancement often depends. On the other hand, if no such effort 
IS made, many employees will feci that they can shirk their obliga¬ 
tion with more or less impunity, while even the more conscientious 
employees will be di.shearleiied by the feeling that any specir3l effort 
on their part will pass without notice. Finally, the maintenance 
of an efficiency rating system furnishes one of the best means 
that an administrator has for resisting outside pressure in respect 
to the promotion or assignment of personnel. When the request 
or demand is made upon him to advance a particular employee 
or to give him an especially favourable assignment, he can produce 
his efficiency record and show that such action would work a 
grave injustice to other employees. With such a showing it be¬ 
comes more difficult for the person making the request or demand 
to insist upon its being complied with; and in any case the adminis¬ 
trator can ba^e his refusal to act upon something more than his 
personal unwillingness to yield to outside solicitation. 

There are few, if any students of the personnel problem who 
will question the foregoing. The moment, however, that the attempt 
is made to put this principle into application, objection is made 
by the administrator that, however, desirable the operation of. a 
system of efficiency ratings may be in theory, practically it is 
impossible to devise a system that as regards his particular service 
will give satisfactory results. It is largely due to this consideration 
that» notwithstanding the fact that civil service laws of most 
government bodies which have adopted the merit system provided 
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for the maintenance of efficiency records, so little practical 
progress has been made in the installation of such systems. 

This position on the part of the practical administration is one 
that cannot be dismissed offhand. The fact is that the organization 
of a satisfactory .system for determining the efficiency with which 
employees perform their duties and of rating them accordingly is 
an exceedingly difficult matter. This difficulty arises from two 
things: the large number of factors that enter into the element of 
efficiency, and the wide diversity of the conditions to meet in the 
several services of a government. Before entering into an examina¬ 
tion of the steps that should actually be taken in organizing an 
efficiency rating .system, it is desirable to consider briefly these two 
elements. As has been pointed out in our consideration of the 
problem ol recruitment, the efficiency or value of an employee is 
determined, not only by his technical competence in rerpecl to the 
work to be performed, but also by his possession of certain personal 
qualifications. Among these may be mentioned such cliaracter- 
istics as a pleasing per.sonalily, one which enables the pos.sessor 
to gel along with other employees and to .secure the best re.su]ts 
from other employees who may be working under his direction, 
fidelity, reliability, resourcefulness, thoroughness and care in the 
performance of work, quickness in grasping new situations, execu* 
live ability, etc. Any one who ha.s had occasion to direct a body 
of employees knows how important the possession of these qualities 
is as determining the real value of an employee. In general it may 
be said that the higher and more responsible the position, the 
greater the relative importance of these factors. 

It follow.s from this that no system of efficiency ratings will be 
satisfactory that does not take accouht of these factor.s. Unfortu¬ 
nately, it is just these factors that it is difficult to evaluate in any 
mechanical manner, .«uch a.s may be employed in measuring tech¬ 
nical skill through records showing the quantity and quality of 
work done. Great as these difficulties are they can, however, in 
most cases be overcome. Though not capable of measurement in 
a mathematical sen.se, it is possible to secure from those having 
ref>ponsibiIity for the furnishing of the data going to make up the 
efficiency records a report of their judgment with respect lo the 
extent lo which each employee has these qualities. An es-ential 
feature of a proper rating .system, therefore, should be the use 
of forms calling for a report on each of these qualities by ihose 
rei^ponsible for making a return regarding the w^ork of those 
under thei- direction, Mr. Procter, v/ho made a personal study 
of the raling systems of a large number of government services, 
state and municipal, states that in his opinion the system worked 
out and employed by the municipal Civil Service Commission of 
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the City of *New York is the most successful in meeting this 
requiremenl of any system examined by him. This system, as 
described by him, is as follows^: 

This system is now applied in rating—three times annually— 
competitive personnel of all the city departments, excepting the 
unifoirned force of the police and f«re departments. The system 
recognizes three positive factors of efficiency; (1) quantity of 
work,(2) quality of work, and (3) personality. In addition to 
these, it recognizes as negative factors (4^ unexcused lateness 
and absence, and (5) misconduct. 

Qnniilily of work is exjdained as ineludinjLi: '‘volume oC 
work onlpal, speed, industry, iu ease of positions jiarlly 
or wholly supervisory, the quantity oT o*roiij) lailjinl/' 
(Jurdily of work is cxjilanied as iiieludiu”- 'Mliorougliness, 
aeeu raey, sysl em, iu it iative, iiigeimityj resoii r(a‘ru luess; 
jTupioveiueuts IU ieehniqiie and oroauization of work, in 
the case of positions partly or wliolly supei visory, deei- 
siveness, l.‘orce, ]>oisc; abilily in tilanniug and organizing 
work and direct iug sniioi'dinatcs, quality of gj*oup output 
in the case of positions involving contact witli the [inblic or 
witli j.iersons under tli(^ city's care or cuslody. tael, (‘oiirlesy, 
and othei* p(M'sonnl elements affecting the quality of I'Osnlt. 
Personality is dclined as including ''willingness, loyalty^ 
influ(;nc(' on fellow workers^’ 

This system provides for a rating on a pereentage 
basis. The factor of quantity ol; woj-k may Ix^ given a maxi¬ 
mum rating of 44 per cent. The fa('tc)i* of quality of work 
may also ho given a. maximum rating of 44 per (‘Ciit. The 
factor of personality may be given a maximum rating of 12 
percent. A uniform \vcigh1 is assigned to each of these 
factois in all lines of employment. The standard is fixed 
in the <'a.se of tlie factors of (plantity and quality at 35 per 
rent, and the <!ast‘ of pei-sonatity at 10 per cent. An employee 
who l•eeeives a rating of standard in rcs[)ect to each of these 
three facloi'S has, tliereforc, a numerical standing of 80 per 
cent. 3Mie staiuhai d is explained as being the normal 
perfoj’maiK'e of any w-^ork which may be properly assigned 
to an employee.’^ It represents the work of "the great 
bulk of employees. The Commission requires that, under 
ordinary circumstances, 60 per cent of the employees of a 
large unit shall be rated "standard^’ 35 per eent^ above 
standard, and five per cent below standard. All ratings 
above or below standard must be supported by an adequate 
statement of the facts of service in question. 

20p cit., pp. 164-67, 
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For unoxcAisecl lateness and absence, and misconduct, 
dcdut'i itnis inoT he made from the rating awaided on the 
basis orUieihreo raetoi's diseussed above. In making these 
d(‘dn(Mi()ns runsidorahle discretion is allowed the lating 
urn«*er. A deduction oT rrom one to ten per cent, may 1)C 
made for each iinexcused lateness or absence; and ade- 
diici lOn ut‘not less liian one per cent, is required for each 
specifit* jicl oi* misconduct, Ibe. maximum amount l)eing leir 
to tiie disi-relion of the department. The regulations re¬ 
quire ihat lliosc deductions “shall be in proportion to the 
cliaracler ol* the employee's work and the j-elaliye sei’ious- 
ness ol* ihe ofi'f'iice at the lime of its occiUTence, due regard 
being given to its effect on dcj>artmental discipline and 
offi(*ienry.'' 

This system comes nearer to meeting the requirements 
oL‘ pubiic emj)ioyment than any other system that has been 
pro|)OS('d. It has the advantage ol! being coTn])ai*atively 
simple and, therefore, I'oasible w'hen ])Ut into actual opera¬ 
tion. By defining ibe pereentage of em]>loyees oi'a large 
grou|> liiat sliail fall in the three classes—standaid, beiow 
stanilanl, and above standard—it csta))lishes a basis lor 
com])arisons oC individual efficiency. It employs a numerical 
scale tliai makes possible an immediate combination of 
ctiiciency ratiiigs with the otliei* ratings that enter into the 
dcteimination oL* ihc standing of an empb>yeeiua ])romo- 
lioii examination. i!\Iost important of all, it is based on a 
comparat ively sound analysis i^f liic factors of individual 
efficiency. It recognizes Iho fact that in estimating the 
efficiency of an cm])ioyoe wc are primarily interested in tJie 
quantity of Ins out put, that is, in his pi'oductiveness. It 
avoids the mistake of analyzing efficiency in leims of 
factors that are of doubtful iinjiortance, or that, if impor¬ 
tant, ai*e difficult or impossible to measure objectively. 

It is more than probable that many who have given this problem 
of administration serious thought will not feel inclined to give to this 
system the unqualified endorsement accorded to it by Mr. Procter. 
Especially may exception be taken to that feature which attempts 
to give a melhematical value to each efficiency factor. Regarding 
this point the comments of Mr. Mayers, in which the present writer 
is inclined to agree, are extremely pertinent. In stating the position 
of those advocating a system of this character, he says:^ 

For this j'eason, those responsible for the formulation 
of efficiency records have generally felt that the system 
should go further—that it should be such as to limit the 

3 Op. ciU, pp. 328-29, 
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freedom ol the rating officer in determining the order of 
several employees. Conseqnentiy, ijiese designers have pro¬ 
vided systems in whirh 1he several i*aetoi*s oi* eiemenls of 
effieietiey, upon wliieli r;Ping is lo he based, are exj)rossly 
enainerated; ihe terms in whieh llie ratingson each of fhciu 
may be expi-essed arc? specified; the weight to be assignc<l 
each such factor or element, and the iiielliod of computing 
the filial rating fi-om the ratings on tiie sevei'al factors are 
minutely predetermined. The j-anlc or o]*d(n*of the em|)Ioyees 
is then detei*mined by tlic final rating. Tiiis system is o|)en 
to sei*ious objections. It is to be (tucstioned whether any 
system of efficiency records, in whi(*h the final grades a.ro 
obtained by av(n*aging* tiie ratings given on spociiic e'enicnts 
or factors even though such faclois liave ])eon weighed 
wntli specific reference to eacli ])articuiar ])osilion or class 
of service, is to be gericrally rec<)mmended. As apj)lto 
large g]*ou[)S of minor emidoyees, part icularly tliosc per¬ 
forming j*outine or standardized oj)eralions in wiiicli the 
clemeuls of rjuality or scif-direction arc insignilicaiit, and 
in whicii work results arc r(ia,dily m(‘asuraj)ie in toi*ms of 
quant ily, such i*ocoi*ds arc un((uosi ionably practicabio but 
even hei’c tlu> greatest cai'e must be taken in the se!e('tions 
of faetO]>, teems, and weights of rating, if the recoids are 
torcllectthe actual relative values of the services of the 
several employees rather tlian a purely arbitrary a,ppeaisal 
of those values. 

For employees at all above this class, where any sub¬ 
tler elements of efficiency become involved, a mechanical 
system, if not wholly impracticable, is so fraught with 
difficully thill it should not be applied cxj'opt for the most 
substiintiid of reasons—as to destroy a deeply rooted tj*adi- 
tion and jiracliee of political influence in j)romotion, or the 
belief in the existence of such a ])iactice. 

Probably no one thing has retarded more the adoption by 
governments of satisfactory efficiency rating systems than the 
failure to recognize that the problem of working out such a system 
IS special for each character of service or employmenl. So true is 
this that it may almost be said that there is need for as many dif¬ 
ferent systems as there are different kinds of services. For this 
failure, the advocates of civil service reform outside of the govern¬ 
ment and the civil service commissions of our governing bodies 
are in so small degree to blame. Too often they have sought to 
devise a uniform system, the adoption of which should be obligatory 
upon all services. This phase of the problem has been so exception¬ 
ally well handled by Mr. Mayers that we quote him at length. He 
says^. 

^Op ciU, pp. 323-24, 
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In considering? the problem of devising proper effici¬ 
ency records for the federal service for use in promotion, 
and of securing thoii* proper niainlenance, it is imporlaiit at 
Ihe outset ;o iako iu)t(M»r the notion which is vcry\'ommoii]y 
held with )‘clV*i*enc<‘ to this subject, n.aiii(‘iy, that uivirormily, 
over the whoie service, in luclhods of rating eflficieney is 
desirable. 

8o far as experience may he used with confidence to 
I'nriiish any t.^ssons regarding officienev records, it has 
demonslrati'd tiic immense diffienlly, if not the impossibility, 
of applying \o a large and varied servlt'e a unifojan systoni. 
In most CMs.^s wliere an a11enii>t has been made to cover a 
large scf^vice !i>' a ('om[)i‘ehensive syst(nno:f ellicieney records, 
tile cent !'ai agein^y, usually llie civil sei-vice comiriission, 
has rnatie tlu^ effort to impose upon, oi‘ at least 1o hand 
down U) the whole service a ready-made system. A single 
ceiiti'al body natiiraliy attempts in such an outgiving to 
apply a single unifoian system to the whole service. I’hc 
almost nui foian failure of this procedure seems conclusive 
proof tliat the method is wrong in princijiie. 

Kaiiui'C indeed might linvebeen prerlicted from tiie nature 
of the ciis(‘s. A sysl(‘m of efficiencA’ records. Iii<e any(ilh(u* 
device of ptusonnei adininisi rat ion. or of administration 
generaiiy, so far as possilile, should he indigenous in the soil in 
which it is to fl.o u-ish. t'oncrelely. what is needed in so iaa-ge 
aiidvaiieda seiwice as the federal governrmmt is not the 
imposition from above of a system elaheiraled m the 
closet, but till' deve]o[)Tnent, by the adminisUsitive oftiecis 
directly coiictnaicd in each rnan^'h of the service, of a 
system of recoi*ds that, in their judgment., meets tlieir 
peeuli?M' needs. In this dcvelojoneni they should have the 
assist a i !('0 of a ceniral agency competent to criticize and 
suggest, and the benefit of co-operation and interchange of 
suggestion among the officers whose problems ai'c siinlla]* 
or i’clated; but the development, nevertheless, should be 
from the i)Ci i})hery of the service toward, the centre, rather 
than con t raidwise. 

It 15 a source of congratulation that the Congres.sional Joint 
Commission on Reclassification of Salaries has appreciated the 
importance of this matter and has taken substantially the position 
so ably set forth by Mr. Mayers. It, thus, says in its report: '"' 

These sj^stems can be as varied in character as the needs 
of the different organizations and lines of work require. 
Obviously no single system can be devised that will 

sp, 121. 
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be applicable to the entire service. Moreover, in the 
present formative stage of eiTicieney rating systems it Js 
highly desirable that considerable latitude be allowed for 
experimentation with different systems, even in the same or 
similar lines of work. 

While it should be recognized that the work of devising effici¬ 
ency rating systems is one that should be performed, in the first 
instance at least, by the several operating services, this does not 
mean that the central personnel agency should have no responsi¬ 
bility in respect to the matter. As has been pointed out, adminis¬ 
trators have been loath to recognize the possibility of eslabliihing 
such systems. The central personnel agency can perform a very 
useful service in overcoming this disinclination to acl on the part 
of service heads. This it can do by assisting these services in 
working out the technical problem involved and, when nt-cessary, 
by compelling action. Fhoagh thi>3 agency should not, except in 
very unusual cases, itself attempt to prescribe the .system to be 
employed by an operating service and much less to compel the use 
of a uniform system by all services, it should have authority to see 
that some satisfactory system is made use of by all sei vices. 

Many advocates of the use of efficiency rating systems go be¬ 
yond this, however, and advocate that the central personnel agency 
should have power not only to prescribe the system to be used by 
the operating services, but also to review the ratings developed by 
such system. This is apparently the position of the Congressional 
Joint Commission on Reclassification of Salaries, since, after 
calling attention to the need for different systems to meet the vary¬ 
ing needs of the operating services, as set forth in the quotation 
just given, it says: 

A\ the same t ime, in order to seeure inuforniity and to 
gjvcio each organization the benefit of the experience of 
Olliers, the general supervision of some eenl ral agency is 
uceessaiy. FujI authority to instal efficiency ruling systouns 
and to jirovide Joj- their application should be given to the 
Civil Soi'vice (kimmission, which w^ould naturally seek the 
I'ullost co-opei-ation of 1 lie various departmenls in the pro¬ 
motion of file work. The actual determination of the ratings 
of iiidividual emiiloyees should be left to administrative 
officers in the organizations concerned, but all ratings should 
be forwarded to tlie Civil Service Commission and slioidd be 
subject to its review and final approval. 

It is with this last recommendation that all ratings should be 
reported to the commission and that it should have final authority 

^'*ldcni. 
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in respect to them that we are inclined to take exception. Our 
objections to this are twofold; one* the shifting of responsibility 
from the operating services; and the other the large amount of 
labour that would devolve upon both the operating services and 
the commission in carrying out this requirement. On this point 
it is believed that Mr. Mayers takes a very sound position when he 
says: 

A (tueslion ol jj^-reat im])ortan(*c in devisinj^ a system of 
erfieieiiey ratin’^ is that oI* the pi'ovn'sioii, if any. tha.1 shall 
be made Tor the rin^ht; oi* employees who believe that their 
ratings arc nol fair, to ai)pea! to a superioi* anthorily. In 
scckinij: to meet this point the designers of eei'tain systems 
liave provided for appellate trihuuals Imving the power to 
i*ev(‘i'se the ]'a! ings given by the admifiisl rat ive ollieer upon. 
a.]>pea.{ ])y the employee. TJic eharaeter and implications 

of this svsiem oL ap])cal should be eleai'iy understood. 

Its radical deleet is that it sets at naught the whole princi¬ 
ple of adrniuist rat ive responsibility. For an uilministrative 
su[)erior to be placed upon the dercfisive as against his em¬ 
ployee, and for I he employee to he the victor, and lor llic 
two to coutiiiue in the relation of cmi)ioyee and sui)crior 
is a i*esult to be avoided at all costs. In a correct personnel 
system, where the employee does not feel that he is receiv¬ 
ing justice at the hands of his sujiorior, machineiw and 
])rocedn]*e should ])c provided by which sUch cmploycci 
may 1)0 transferred to another branch of the organization. 
In due coui'sc it will a])peai’ whether the employee .s one 
who cannot gel along with his sujieriors or wliethcr the 
.superior is one with wdiom his employees <‘annoi c()-ojnM*a.lc, 
or who does not govoiai Jiis empIoAces with an equal hand 
in tlie matter of promotions, reassignmeiiis, and t!ic like. 
But so long as a given employee remains subordinate to a 
given superior the employee should not lie jiermitted, except 
for the very gravoisl of reasons, to go over the head of liivS 
superior officer and obtain an action which his superior 
has denied. 

In conclusion il may be said that, whatever may be the merits 
of this proposition, it would seem wise, at the outset al least, to 
restrict the intervention oi the commission to that of general 
responsibility to see that a satisfactory system was employed by 
all services and not to confer upon it the affirmative powers of 
prescribing a system and of reviewing the operations until it had 


70p. cil.f pp.o30-3I. 
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been demonstrated in practice that large powers are necessary 
in order to secure satisfactory results.^ 

Work Conditions. Next to compensation, the factor of most 
importance to the employee as a worker and to the government as 
an employer is the determination of the conditions to which em¬ 
ployees shall be subject in the performance of their duties. This 
factor involves such questions as the hours of labour, leave privi¬ 
leges, compensation for overtime work, control of tardiness, medi¬ 
cal assistance, physical environment, and the like. 

In respect to all these matters the only general principles that 
can be laid down are that the conditions prescribed shall be reason¬ 
able, as for as circumstances permit, uniform, and that they be 
rigidly enforced. As a genera! proposition these conditions are 
more favourable in the government than in private enterprises. 
There is. however, a general feeling that the government should 
be what is known as a good employer. It is on the side of enforce¬ 
ment of provisions that governmental conditions are chiefly unsatis¬ 
factory. In many cases adequate provision is not made for noting 
and according tardiness, unauthorized absence, and leave granted. 
When such records are not maintained, governments suffer loss and 
one of the factors in determining efficiency and faithfulness as a 
basis for making promotions is not secured. 

The matter of leave privileges given rise to certain questions, the 
most important of which are whether such leave shall be a right 

«Tlie situation with respect to tliL? matter iu the national govern¬ 
ment is as follows: The Bureau of ElTieicnpy has been authorized to 
prescribe efficiency rating systems for the administrative services. The 
Classification Act of 11123 (Section 0) provi !cs: 

<^That the board shall review and may revise uniform syr.tems of 
efficiency rating established or to be established for the various grades 
or classes thereof, which shall set forth the degree of efficiency which 
shall constitute ground for (a) increase in the rate of compensation for 
employees who have not attained the maximum rate of the class to 
which their positions aro allocated, (b) continuance at the existing 
rate of compensation without iuercasc or decrease, (c) decrease in 
the rate of compensation for employees who at the time arc above 
the minimum rate for the class to which their x>ositions are allocated^ 
and (d) dismissal. 

“The head of ca^*h department shall rate in accordance with such 
systems the efficiency of each employee under his control or direction. 
The current ratings for each grade or class thereof shall be open to 
inspection by the repr sentatives of the board and by the cmxdoyees 
of the department under conditions to be determined by the board after 
consultation with the department heads. 

“Reductions in Compensation and dismissals for inefficiency shall be 
made heads of departments in all cases wdienever the efficiency 
ratings warrant, as provided herein, subject to the approval of the 
board. 

“The board may require that one copy of such current ratings shall 
be transmitted to and kept on file with the board. >> 

F. 40 
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to which employees are entitled as a part of their labour 
contract or merely a privilege to be granted or not as the superior 
may decide; the extent to which such leave shall be cumulative, 
that is, if not taken in one year may be carried over and taken in 
succeeding years ; and the precautions that shall be taken to pre¬ 
vent the abuse of sick leave. On the basis of considerable practical 
experience, both as an officer and an employee of the national 
government, it is the opinion of the writer that annual leave should 
be deemed to be a right, though the particular lime at which it is 
taken should be within the control of the head of ike office, it 
being presumed lhat the wishes of ihe employee will be consulted 
when the interests of the service permit. Normally annual leave 
should be taken during the year in which it occurs, though some 
discretion should be granted to the head of service to permit 
its accumulation within restricted limits. On the other hand, leave 
on account of sickness should normally be subject to accrual up 
to a fixed number of days. Unless this is done the cases of severe 
illness involving an enforced absence from work for a long period 
will not be properly met. Incidentally, the grant of this right of 
accumulation provides a strong incentive against the abuse of the 
privilege for minor illnesses, the employees desiring to accumulate 
a considerable sick leave as an insurance against cases of severe 
illness. It is of interest to note that such studies as have been made 
indicate that the right to sick leave is not generally abused. There 
are, of course, exceptions to this in individual cases. 

As a general promotion governments do not provide for addi¬ 
tional compensation for overtime work. This is not open to 
criticism, since the ordinary working hours are usually shorter 
than those obtaining in private enterprises and overtime work is 
not often resorted to. One method of meeting the cases that do 
arise is the grant of a corresponding extension of the annual leave 
privilege. 

Records and Statistics. A matter that has received far less 
attention than its importance deserves is that of the maintenance 
of proper records of personnel and the compilation from those 
records of statistics showing the number of employees, classified 
according to such criteria as sex, age, compensation, length of 
service, etc. From the individual standpoint it is often desirable 
to know the entire service record of an employee, the position filled, 
the changes in compensation, the date when first employed, etc. 
From the general standpoint statistics of all employees lhat will 
reveal their number, rates of corapensalioir, length of service, etc., 
classified by sex, age periods, etc., furnish exceedingly valuable 
social data. With a development of retirement system such data 
are absolutely essential for a proper working of the system. 



CHAPTER XXII 

ORGANIZATION FOR PERSONNEL ADMINISTRATION 

No one can read the preceding chapter, or for that matter any 
volume dealing in a broad way with the work of devising a system 
of personnel administration that will meet the needs of a govern¬ 
ment having in its service any considerable number of employees, 
without being impressed with the complexity of the problem and 
the difficulties to be overcome in its practical solution. It must be 
equally clear that if these difficulties are to be surmounted, pro¬ 
vision must be made for the organization of special services to 
have as their function the handling of all matters dealing with 
personnel administration. These services are of two kinds: divi¬ 
sions of personnel administration in the operating departments or 
services, and a central personnel agency. 

Organization and Work of Divisions of Personnel Admi¬ 
nistration. The variety of work that has to be performed in the 
actual administration of a personnel system has been abundantly 
shown. It consists of the execution of the various papers having to 
do with the making of requisitions for additional personnel* the 
writing of letters of appointment transfers, promotions, etc.* the 
keeping of service records showing the dates of appointments, 
changes in compensation, transfers, leave granted, action taken on 
complaints regarding the work of employees, and other matters 
affecting the personal records of the employees; the maintenance 
of the records showing the operation of such efficiency record sys¬ 
tems as may be maintained; and such other general records in the 
form of lists, outlines of organization, and charts as will show at a 
glance the exact position of each employee in the organization, his 
compensation, etc. In a small organization embracing only a 
comparatively few employees these duties may be performed by 
some general officer, such as, in the case of the national govern¬ 
ment, the chief clerk. Immediately upon a service reaching any 
size it becomes necessary to entrust this work to a special officer 
and to give to him such assistance in the form of clercial and 
other help as the circumstances of each case may require. To such 
a service we have here given general designation of ‘*Division of 
Personnel Administration.*' 

In the preceding paragraph a general characterization has been 
given of only those duties of a division of personnel administration 
that are of a purely formal or routine nature. Throughout our 
study^ the effort has been made to emphasize the point that there is 

313 
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scarcely a feature of personnel administration that does not involve 
the factor of personal judgment and to a greater or less extent 
the exercise of personal discretion. It is of the highest importance, 
therefore, that the duties of the chief of the division of personnel 
administration should extend far beyond the performance of these 
routine operations. Upon him should rest the responsibility of 
seeing that the procedure employed in handling personnel matters 
is the best that can be devised, of familiarizing himself with the 
personnel needs of the services, of determining, through personal 
contact and consultation with those in charge of the work of others, 
the special qualifications or failings of individual employees, of 
adjusting complaints made by, or of, employees, etc. He should, 
in a word, be the right-hand man of the head of the service, o; his 
chief adviser, in assisting the latter in the exercise of hii discre¬ 
tionary powers in respect to personnel. Upon him should, there¬ 
fore. rest direct responsibility for the efficiency of the whole per¬ 
sonnel system of the service. 

In the discharge of his obligation, it is to be noted that the chief 
personnel officer enjoys two marked advantages over the directing 
heads of personnel. The first is that he stands outside of the 
active operations proper of the service and is thus able to lake 
an objective and unbiased view of all personnel matters. The 
second is that his responsibility extends over the whole service 
and he can thus weigh the recommendations of operative chiefs 
where they are not in accord, adjust differences arising between 
such officers, and formulate recommendations having in view the 
general interests of the services rather than those of a particular 
branch or subdivision. 

Emphasis is placed upon this description of the proper duties of 
a division of personnel administration, since it is one that is realiz¬ 
ed to so slight an extent in most of the services of the national 
government and probably in most of those of our state and munici¬ 
pal governments. In each of the executive departments and inde¬ 
pendent establishments, and in many of the subordinate bureaus of 
the national government, there is an officer known as ‘‘appointment 
clerk,’* The title of this officer indicates the narrow conception of 
the duties of the office held by him. For the most part they, in fact 
consist of little more than attending to the routine work required 
in the keeping of personnel records and in attending to the cor¬ 
respondence in connection with the recruitment and change in 
service status of personnel. The explanation of this condition of 
affairs is found in the fact that the creation of this office took place 
long before the rise of the modern conception of the nature and 
importance of what is known as employment management. What 
is urgently required in the national government is the development 
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of this office into a real personnel division, having full responsi¬ 
bility for all matters pertaining to personnel management. In 
making this change it is desirable that the name of the office 
should be changed from that of appointment clerk to ‘‘division of 
personnel” in order that the enlarged scope of its duties may be 
belter emphasized.^ 

A question that is presented in connection with this office is as 
to whether each bureau should have its division of personnel or 
whether there should be a single division exercising jurisdiction 
over all the bureaus within a department. In respect to this no 
general rule can be laid down. Though the presumption in respect 
to all of these institutional services is in favour of the establish¬ 
ment of central offices with broad jurisdiction, it must be recognized 
that there are bureaus whose operations are so distinct and on 
such an extentive scale that it is advantageous that they should 
have their own services of this character. Whenever, due to these 
considerations, there exists within the same department a number 
of divisions of personnel it is hardly necessary to say that they 
should work in close co-operation and seek as far as circumstances 
warrant to make use of similar standards and methods of adminis¬ 
tration. When a bureau does not have its own personnel division, 
the duties of that office can in most cases be most advantageously 
performed by the chief clerk. 

Organization and Work of a Central Personnel Agency. 

No fact regarding the problem of public personnel administration 
has been more thoroughly established than that a satisfactory 
personnel system can be secured only where provision is made for 
some central agency that will have general responsibility for 
taking the lead in the devising of this system and subsequently 
exercising such an oversight of its operations as will enable it to 
assure itself that the principles underlying that system are being 
effectively put into practice. The necessity for such an agency 
is due to a number of reasons. 

In the first place, experience has demonstrated that sole 
reliance cannot be placed, upon the operating services to adopt 
the more approved methods of performing their institutional busi¬ 
ness operations. Whether it is due to the fact that they do not 
possess the requisite technical knowledge, or that their attention 
is so taken up with the performance of their primary duties, or 
that they naturally prefer to continue to do as they have been 
accustomed, fhe fact is that operating services in most cases do 
not. as a rule, spontaneously work out new and improved methods 

ilii tlic Just few ycarsj iiulccd, divisions so designated liave been set 
lip ill the Deiiai tment of Agriculture, the Bureau of Internal Revenue, 
the Civil Servi <'0 Commission, and the Veterans > Bureau in the uatioual 
government, 
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for the performance of their institutional duties. In governments, 
at least, there seems to be a need for agencies of outside of the 
operating services that will directly concern themselves with 
matters of institutional organization and procedure, who will make 
the necessary studies of the problems involved, inform themselves 
of practices elsewhere, determine the character of system best 
adapted to the goveinments of which they are parts, and seek to 
have such systems practically applied by the operating services. 

Secondly, it has been abundantly shown that the problem of 
personnel administration is an exceedingly complicated and tech¬ 
nical one. Its solution can only be arrived at after careful 
study by specially qualified experts. Even were it possible for 
the operating services to make such studies, it would be unecono¬ 
mical for a large number of services to be engaged upon a work 
that can be better done by a single strong service. 

Finally, and in some respects most important of all, there is 
the fact that the problem of personnel is not one that concerns 
the operating services only individually. Not only does it embrace 
a number of factors, such as those of transfers from one service 
to another and of setting up broad areas within which promotions 
may be made, but there is the essential desideratum that as far as 
circumstances will permit, employment conditions and practices 
shall be uniform throughout the government. Such conditions as 
these can only be met by an agency whose jurisdiction is corres¬ 
pondingly broad. 

Functions of a Central Personnel Agency. If it be accept¬ 
ed that provision should be made in every government for a 
central personnel agency, the problem is then presented of deter¬ 
mining the functions that should be entrusted to it. Analysis of 
the work of agencies of this character now in existence, which 
in practically all cases have taken the form and name of civil 
service commissions, shows that the more important functions that 
have been entrusted to them are those of: 

1. Exercising general responsibility for the establish¬ 
ment and maintenance oi: an efficient personnel sys¬ 
tem. 

2. 1)ratting and jiromulgating orders having for their 
purpose to supplement and put into force provisions 
oi: law governing the selection and handling of per¬ 
sonnel. 

3. Working out and prescribing a standard classification 
of positions, saiarics, and service titles; or, if this 
work is done in the first instance by a specially 
created agency, keeping this system revised to date.' 

4. Serving as a supply service for the recruitment of 
personnel, 
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5. Serving as a central office of personnel records. 

6. Supervising and controlling, within limits, the per¬ 
sonnel system that is established. 

General Responsibility for the Personnel System. At 
the head of ine functions of a central personnel agency should 
be placed that of its general responsibility for seeing that through¬ 
out the government of which it is a part, all matters having to do 
with personnel management are handled with a maximum of effici¬ 
ency. As will later appear, this does not necessarily mean that it 
should have authority to prescribe the system to be established and 
much less subsequently to control in all respects its operations, but 
merely that it should have the duty; first, of determining for itself 
the fundamental principles upon which such a system should rest 
and the means through which such principles can be put into exe¬ 
cution ; and, secondly, of using its best efforts to see that these 
principles are recognized and acted upon by those having direct 
responsibility for the selection and direction of the working force. 
Its duties, in a word, from this standpoint should be those of a 
staff agency, the nature and functions of which have been des¬ 
cribed in Part 1, dealing with problems of organization. 

It is necessary to emphasize this function of a central staff 
agency, since, unfortunately, it is one which has been but slightly 
recognized in the past. Historically, almost all central personnel 
agencies, as represented by the civil service commissions in our 
national, stale, and local governments, have been established, not 
primarily as agencies through which greater efficiency in personnel 
matters might be secured, but as means through which the ap¬ 
pointing power might be controlled with a view to preventing 
them from being improperly influenced by a personnel and political 
considerations in making appointments, promotions and dismissals 
of their personnel. Due to this, neither have the laws providing 
for the creation of these bodies, except in rare cases, directly 
imposed this responsibility upon them nor have the commissions 
themselves made any adequate effort to secure such powers or to 
exercise those which they did have. For this oui legislative bodies 
and the commissions are only partly to blame. The whole move¬ 
ment for efficiency in personnel administration in the modern sense 
is comparatively a recent phenomenon, and post-dates the creation 
of most civil service commissions. This excuse, however, has now 
passed away. Nothing in respect of this branch of public admi¬ 
nistration is, therefore, more needed than a thorough recasting of 
the organic acts under which these bodies operate so as to confer 
upon them this general staff-function responsibility, and a com¬ 
plete change of front by the commissions themselves regarding 
their primary function. 
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In considering this matter, it is important to note that the op¬ 
position encountered by civil service commissions has not come 
wholly from the politicians. To no small extent it has had to meet 
that of the heads of operating services who have failed to see the 
advantage of changes proposed or ordered and have chafed against 
any limitations placed upon their powers. There can be little ques¬ 
tion that, if the commissions had, as a matter of careful research, 
worked out the systems that should be employed and then sought 
to bring home to the operating services the advantages of such 
systems, great progress could have been achieved in attaining the 
end sought without resort to the exercise of any compulsory 
powers. To do this, two things are necessaiy: first, that the com¬ 
missions shall establish themselves in the confidence of the operat¬ 
ing services as technically competent bodies and second, that in 
elaborating their plans they shall work in close co-operation with 
these services so that their proposals may meet the special needs 
of those bodies and be recognized by them as practical and desir¬ 
able. 

In conclusion it should be said that, whatever may be the speci¬ 
fic duties and powers conferred upon the central agency, it should 
have the broad responsibility of prosecuting injuries into the 
personnel needs of the government and of seeking to bring home 
to those having responsibility for action, both in the legislative and 
administrative branches, the desirability of taking the steps 
which its studies have shown to be necessary in order to improve 
personnel conditions. 

Drafting and' Promulgation of Personnel Regulations. 

With few exceptions, where conditions to be observed need to be 
prescribed in detail, it is desirable that the legislature shall limit its 
action to the setting forth in statute of the general principles and 
delegate to some subordinate agency the duty of formulating and 
promulgating the detailed regulations required in order to put these 
general principles into application. Especially is this true in respect 
of matters of administrative procedure. The advantages of this 
policy are: the relief of the legislature from a burden of work 
for the performance of which it is apt to have neither lime nor any 
special competence; the vesting of responsibility for the determina¬ 
tion of details in a body that has such competence; and the secur¬ 
ing of flexibility through the fad that regulations made by an ad¬ 
ministrative or quasi-administrative body can be changed with 
greater ease than provision of formal acts of legislation. It is 
desirable, therefore, that the legislature should make use of the 
central personnel agency for the formulation of regulations required 
to amplify and apply the laws passed by it relative to personnel 
matters. In. most cases this is the policy that has been pursued. In 
the case of the national government the regulation-framing and 
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promulgating power has been conferred upon the President, the 
Civil Service Commission acting merely as an agency of the latter 
in formulating the regulations to be issued. This places legal 
responsibility for this branch of public administration squarely 
upon the President as head of the administration. 

Classification and Standardization of Positions^ Com¬ 
pensation, and Service Titles. The necessity for a classifica¬ 
tion and standardization of positions, the writing of the job speci¬ 
fications for these positions, the determination of the compensation 
rates that should attach to these positions, and the adoption of a 
uniform scheme of service titles has been shown in our chapter 
dealing with this subject. If the central personnel agency has 
the technical competence and resources to do this work, it is the 
agency to which it should be entrusted. If not, the work can best 
be done by an organization specially created for the purpose. 
Whichever the procedure employed, after the work is done, it 
becomes one of the primary duties of the central personnel agency 
to the work necessary to keep the system revised to dale and to 
supervise and enforce its operation. 

Supply Service or Central Recruitment Agency. Turning 
from these staff-agency and quasi-legislative functions, the most 
important administrative duty of a central personnel agency is 
that of acting as a central supply service of the personnel needed 
by the operating services. In this field its functions are precisely 
analogous to those of a central supply service for material. The 
arguments in favour of having personnel recruited through a central 
service rest upon the same grounds as those leading to the creation 
of other central supply services, namely, that such a service can 
do the work more efficiently and* economically than can the 
operating services acting individually. Of this there can be no 
doubt. The advantages of the central system are threefold: the 
economy .secured through having a single agency, instead of a 
number of agencies, operating in the same field, the greater 
facility that a strong agency has for securing competent eligibles, 
and the relief of the operating services from a considerable burden 
of work, thus permitting them to concentrate their energies more 
largely upon their primary functions. Under this system all that 
the operating services have to do is to make known their needs to 
the central agency by filing requisitions for such and such classes 
of employees. Since ihe personnel needs of the operating services 
are known in advance and the central agency has through its 
examinations or other tests secured a list of eligibles, these 
requisitions can for the most part be filled immediately. Anyone 
who has had the direction of even a small enterprise can appre¬ 
ciate the saving that is thereby secured in his own time and 
41 
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energies. No better demonstration is needed of this than the fact 
that it is not all unusual for services of the national government, 
which are not obliged by law to do so, voluntarily to ask the Civil 
Service Commission to recruit for them important classes of their 
personnel.- 

Cenlrul Office of Personnel Records. Only a few words are 
needed regarding the function of a central personnel agency as a 
central office of personnel records, since this duly has already been 
fully handled in our consideration of the need for personnel 
records and statistics. It remains to be said that occasion constantly 
arises where it is desirable to know the service records kept in 
one place, since many employees have had service in more than 
one department of bureau. Such a centralization of data is es¬ 
pecially necessary when action is contemplated looking to the 
establishment or modification of a retirement pension system. 
Finally, it is only by the possession of such records that a central 
agency can efficiently perlorm its other duties. In a %vay, therefore, 
the keeping of these records may be deemed to be a necessary 
collateral service and the data afforded a by-product of the other 
work of the central agency. 

Supervision and Control Over Personnel Administration. 

The propriety of entrusting the five functions that have been con¬ 
sidered to a central personnel agency is generally recognized and 
in practice gives rise to few facilities. 1 he question of the cxLenl 
to which such an agency in addition to these functions, should 
have that ol controlling the operating services in the handling of 
their pe rsonnel mailers is. however, one regarding which great 
differences of opinion exist and which present many problems 
difficult of solution. It was in regard to this mailer that the 
Conference Committee on the Merit System, which embraced repre¬ 
sentatives from all of the leading organizations of the country 
interested in the subject of public personnel adminislration, had 
the greatest difficulty in reaching an agreement. This committee 
in its report said: '* 

^ The personnel ;33.re‘Ji('y Jias certain i'unctions to j>erfoi*m 
with rCj^ard to the regulation of employees who are in the 
classified service, bill lliere is no general agrcemcnl as to 
the exact part it shouid lake and its rciations to employees 
and to administrative officei's in dcf^ai tinents. The liutullinj; 
of transfers, the frranlino' of leaves of absence, the devclo])- 
ment and adminisl rat ion of service ((.ffficiency) standards 

•^Sec -Mayors, The 1 •Service, p[). ^ I7~r»l, 

5*Tlie Merit System in (luvcrnmciil, ]>. 
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and ratings, the working out of tiaining courses, the bring¬ 
ing about and control of deinotion.s, the regulation of work¬ 
ing hours and the cheeking of the attendance of employees 
all i>resent baffling problems which are not likely to be 
solved for any considerable jjart of the service without the 
close co-operation ol’the personnel agency, the appointing 
authorities and the employees themselves. Neil her public 
nor private personnel administrators liavc been able to 
discover just what iiarl tlie\ should take in these transac¬ 
tions and a great deal of experimental work remains to be 
done. 

Intervention in the administration of personnel systems by 
central personnel agencies for the most part takes the form of those 
bodies acting directly as organs for the handling of certain features 
of personnel administration; as organs of review for the hearing 
and decisions of appeals from the action of administrative ofiiceis; 
or as bodies having the authority to grant exemptions from the 
provisions of general rules. The mdlters in respect to which an 
issue is chiefly raised arc those of determining service ratings and 
making promotions, demotions, and dismissals. There are some 
who go to the extreme of holding that the power to act in reference 
to these mailers should be vested directly in the central personnel 
agency. Others hold that intervention by the central agency should 
be limited to that of passing upon and revising the action of those 
directly in charge of the operating service. This was the position 
of the Congressional Joint Commission of Reclassification of Sala¬ 
ries. In its report it recommended that all efficiency ratings “be 
forwarded to the Civil Service Commission for review and final 
approval”; that “employees who fail to attain a fair standard of 
efficiency as prescribed by the Civil Service Commission be re¬ 
moved from the service after suitable opportunity for appeal to 
the commission,” and that “the transfers, lay-offs, reinstatements, 
demotions, dismissals, suspensions and other employment matters 
be regulated in accordance with a uniform employment policy and 
in conformity with the .spirit of this chapter, and that employees 
have the right to appeal to the Civil Service Commission in all 
matters coming under its jurisdiction.’^ 

Another school of thought questions very much the advisability 
of vesting final responsibility for action in respect to the most 
important features of personnel administration in a body which 
does not have direct charge of, and responsibility for, the work of 
employees. It holds that the responsiblity of the central agency 
should be limited to that oi exercising a general supervision over 
personnel administration with a view to determining and making 
known the extent to which the operating services are making use 
of proper methods and are seeking to carry out the provisions of 
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law and regulations in good faith. To this end it advocates that 
the operating services should be required, on demand, or as a 
regular matter of routine, to report to the central agency their 
action in respect to transfers, promotions, demotions, dismissals, 
etc., together with a statement, of the grounds upon which action 
was taken and that employees believing themselves to be improper¬ 
ly injured by such action should be given a like opportunity to 
state their grounds of complaint, but that the action of the central 
agency should stop at the point of receiving, considering, and 
making in its reports such comments on this action of the operat¬ 
ing services as it deems proper. 

As between these schools, the present writer strongly adheres to 
the latter. His reasons for doing so have been stated in his con¬ 
sideration of the particular problems of personnel a:*ministration, 
but may be briefly recapitulated here. First and most important, 
the vesting of final authority in respect to these most important 
features of personnel administration in a central agency means a 
division of responsibility which is always to be avoided if possible. 
Secondly, and as a necessary consequence of this, itgreatly weak¬ 
ens the control of administrative heads over their employees. 
Thirdly, it tends to discourage these officers in making those de¬ 
motions and dismissals which the good of the service demands. It 
has been pointed out that the problem of getting rid ol incompetent 
or misht employees is almost as important as that of securing satis¬ 
factory recruits. If an administrative officer has got to get the 
approval of a superior authority before he acts, or, if his action 
will mean that in many ca«es he will have a fight on his hands 
where he has to justify himself, he will simply take the easier way 
of doing nothing. Finally, such a system greatly complicates the 
work of administration and imposes a very considerable burden of 
work upon the administrative services and the central agency. 

Speaking more generally, it is believed that adherents of the 
first school are still dominated to too great an extent by the original 
idea leading to the establishment of civil service commission, that 
of controlling the appointing power with a view to the eliiiiiiialion 
of political evils rather than that of acting an as agency through 
which to secure increased efficiency in operation. It is believed that 
with the firm establishment of the merit system in respect to the 
recruitment of personnel, the careful classifica'don of personnel, 
and the use of means for determining efficiency in the performance 
of work, much of tho danger to be avoided will pass away 
without the necessity for the exercise of further powers of direct 
control in the field of administration proper. It is, furthermore, to 
be noted that the requirement that administrative offices shall 
report their action to the central agency, that employees believing 
that they have been unjustly treated may stale their cases to the 



PERSONNEL ADMINISTRATION 


323 


central agency, and that the latter may in its reports comment 
upon the manner in which the heads of operating services arc 
administering personnel laws and regulations, furnishes a powerful 
moral check upon improper action. Only when control in this way 
has, after thorough trial, been found to be inadequate is it believed 
that resort should be had to direct legal control. 

Organization of a Central Personnel Agency. In practice the 
form of organization of a central personnel agency that has 
been almost universally adopted has been that of a commission 
of three or more members, sometimes elected but more usually 
appointed by the chief executive. Within recent years it has, how¬ 
ever, been seriously questioned whether this is the most desirable 
form of organization. 

The two features chiefly questioned are the status of the agency; 
whether it shall be deemed to be one standing outside of the admin¬ 
istration and responsible primarily to the legislature or dir eclly 
to the people, or a part of the administration and as such an agency 
acting for and primarily responsible, to the chief executive and 
whether the agency should not have the bureau form organiza¬ 
tion with a single officer at its head instead of that of a commission 
or board. These two questions, though distinct, are intimately 
related, since those advocating the bureau form of organization 
usaually, if not invariably, hold that the bureau should be a part 
of the administration, while those supporting the commission form 
believe that the primary function of the agency should be to control 
the administration and thus have a status independent of it. 

This difference of opinion arises from the mixed character of 
the function usually conferred upon the agency. These functions, 
as has been pointed out, are partly quasilegislative, partly control 
and partly purely administrative. As the possessor of quasi-legisla¬ 
tive functions and that of controlling the administration as a whole 
including the chief executive himself, with a view to preventing the 
latter from missing his powers of appointment and dismissal of 
employees and directing action affecting personnel by his adminis¬ 
trative subordinates, it is clearly logical that the agency should have 
a status and exercise its powers independent of the chief executive 
and administrative officers. As an organ to perform purely admin¬ 
istrative duties, it is equally clear that the agency should be a part 
of the administration. As the Conference Committee on the Merit 
System, in its reports, says: 

They («. e., those advocating the administrative bureau 
J'orm oi* organization)point out that the present trend in city 
and state government is strongly toward the centralization 
of administrative control under a single executive and that 
such centralization is unquestionably bringing about greater 
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effectiveness in the administrative branch of the various 
??overnment agencicws. They hold that the attempt to take 
control of personnel administration away from the chief exe- 
culivc and to put it into the hands of a separate body is a 
mistake. The ])ropcr degree of co-operation between thechief 
executive and Ihc appointing authorities on the one hand 
and those responsible for personnel management on the other 
can be assured, they believe, only if the chief executive has 
the same j)owcr in appointing and removing the personnel 
body as ho lies in the case of other department heads. 

In a word, if we are to adhere to the principle, now generally 
endorsed, that the chief executive should be held responsible for the 
efficient conduct of public affairs, lie should have the same powers 
in respect to this most important phase of administration that he 
has in respect to other phases. 

It is evident that we have lieie a conflict of considerations. 
Whether one type of organization or the other is preferred, will 
depend largely upon the emphasis given to ths different functions 
of the central agency. It has been pointed out that at the outset 
of the movement for civil service reform, the object chiefly, if not 
exclusively, sought was the abolition of the spoils system to be 
secured by restricting the powers of the chiei executive and admin¬ 
istrative officers so as to prevent them from being controlled by 
personal and political considerations in making appointments 
and removals or from using the services of employees for the 
advancement oj the interests of the political parties to which they 
belonged. So long as this was the dominant motive, it was but 
logical and proper that the agency through which this control was 
to be exercised should be given an independent status and powers. 
The adoption of the commission form of organization was dictated 
in large degree by the belief that independence of political pressure 
could best be secured by providing for a body of men which should 
embrace representatives of the major parties and by providing 
for overlapping terms of oflficc so that no one executive could con¬ 
trol the entire membership of the; commission. Within recent years 
the whole tendency has been to throw the greater emphasis upon 
the purely administrative tasks of recruting personnel, the working 
out and the operation of a scientific classification and standardiza¬ 
tion of positions, compensation, and titles, the devising and operat¬ 
ing of service or efficiency rating systems, and the like. With this 
change in attitude it may well be that the time has arrived to 
change the type of organization and its status so as better to meet 
these conditions. 

There is, of course, another method of meeting these convicting 
considerations; namely, that of doing away with the existing prac- 
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tice of vesting in the same agency both administrative and quasi- 
legislative or general control lunctions and of creating, instead* 
two agencies, one to perform all purely administrative duties and 
the other to have general control from the legislative or public 
standpoint- This could be done by relieving the existing civil ser¬ 
vice commission of all ol their purely administrative duties and 
vesting them in a single personnel bureau having the same status 
within the administration as the bureau of supplies or central pur¬ 
chasing agency. 

Action along this line has been slated with such clearness by 
Mr. Mayers that we feci justified in reproducing at some con¬ 
siderable length his discussion of the subject. He says:^ 

The funetioiis pertaining to a eentrai adminislrative 
ageney rail into two distinct categories: those having 
for their ])iirposc to assist the scvci*al operating services in 
meeting tlieir personal needs and those having fo]- their 
purpose to supervise and control such services in the prac- 
ficai work of Jiandling their jicrsonnol. As a recruiting 
agency the central service is nothing more than a supply 
service, one having for its duly to ^supply the personnoi 
needed by the several operating services. As a supervisory 
and eontj'olling agency its function is to sec that the 
operating services organize and operate pro))cr systems for 
ensuring eHieicney on the part of their ])orsomicl, determin¬ 
ing on a 3nci*it basis assignments, increases of salaries, pro¬ 
motions, transfers, and the like, and that those in authority 
are not actualC(1 by iniproijoj’ motives in handling these 
matters. 

It is elementary that two distinct functions, particularly 
when the ends in view are of a diverse character, should 
never be combined in the same organization unless a posi¬ 
tive case for so doing can be made out. It is evident in the 
])rcsciit ease that the «attcm])t by the same oj*ganization to 
perform botli of the functions that have 1)cen mentioned 
presents serious difficulties in respect to tJie effectiveness 
with w’hicli eadi may be performed. Wiierc the promotive 
01 * assisting function, as represented by the reei’uitment of 
personnel, is carried on by the same agency that also car¬ 
ries on the regulatory work, it is difficult for the depart¬ 
ments to assume towai'd that agency a wholly co-operative 
attitude. That this result actually has ensued in the case of 
the Civil Service^ Commission is liardiy open to doubt. Gene- 
]*ally speaking the departments arc inclined to regard the 
latter as a restrictive rather than a co-operative or service 

^ Op, cit,, !>£). J.'ai. 
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agency. The divorce of the recruiting function from the 
regulatory function would thus make it far easier for the 
central recruiting agency to develop a traly co-operative 
attitude toward itself on the ])art of the departments. 

In view of the foregoing tiie question is presented 
whether the present system of vesting both assisting and 
controlling functions in respect to personnel matters in a 
single agenc^s, the Civil Sei vice Cominissjoii is not funda¬ 
mentally wrong, and ^Yhether belter result could not be 
secured by making provision for two agencies, one to con¬ 
cern itself wholly with recruitment and the olhei* with mat¬ 
ters of general supervision and conti*ol. 

Even from the standpoint of the work itself, )Cgardicss 
of departmental relations, the independent oi'gaiiization of 
the i-ecruiting work has a higli value. 3^h*om the stand¬ 
point of volume of work and of the force requii'ed, the re¬ 
cruiting work of the central agency is almost invariably 
far greater than the regulatory work. This has been parti¬ 
cularly so in the case of the Civil Service Commission be¬ 
cause its regulatory functions have been left compaiiitivcly 
undeveloped, while on the recruiting side it has occupied 
almost the whole of its possible field. Hut even with a much 
fuller developmeni of its rcgulatoiy lUnctioiis they would 
still be considcrnbly less impoj'tant from the stnndpoint of 
volume alone than the recruiting function. The natural re¬ 
sult of this situation is that the attention which must be 
given to the recruiting work by those in charge of the 
central agency militates against the fullest development of 
the regulatory functions and against their most etficient ad¬ 
ministration. All agency devoted exclusively lo regulatory 
woi’k and relieved from all responsibility of recruiting 
work would be able far more effectively and adequately 
to exercise the pow:e]*s of regulation entrusted to it. 

^ ^ 

If the recruitment system be thus independent ally orga¬ 
nized, there wT)uld seem to be no need of placing it in the 
hands of a board. The function of recruitment is a purely 
technical one. A single commissioner, who would discharge 
substantially the same functions that are now discharged 
by the Chief Examiner of the Civil Service Commission, 
Imt witli far higlicr standing and prestige, on general princi- 
jjIcs, would be more effective than a board. 

The work of the regulatory authority, on the other hand 
is judicial. It affects in an important way the rights and 
fortunes of individual employees and prescribes the regu- 
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latioiijs by which iis own and departiiiental action in matters 
coming under its jurisdiction shall be guided. It necessarily 
exercises, moreover, powers of a legislative character. It is 
on all accounts proper, therefore, that a board of at least 
three be provided for the purpose. In view of the impor¬ 
tance of the decisions to be made, it would possibly be 
better to have a larger board than throe. 

Relation of Central Personnel Agency to Other Organs of 
General Administration. There are a number of other questions 
having to do with the organization and work of a central personnel 
agency which, in the case of the actual drafting of a law providing 
for such a body, would have to be considered. Among these are 
such matters as the size of the commission, the qualifications re¬ 
quired of members, the manner of their selections, the terms of 
their offices, etc. It would take us too far afield to attempt to 
discuss in any detail these points. One other feature is, however, 
of such general importance that it should not be passed over ; the 
relationship that should exist between the central personnel agency 
and the other organs of general administration or supply. 

Throughout our study the importance of distinguishing clearly 
between operating services and those having for their function to 
minister to the needs of these services through the performance of 
the function of staff agencies, supply services, or organs of general 
administration, supervision, and control has been emphasized. As 
has been pointed out in our consideration of problems of organi¬ 
zation these latter services can be organized in two ways: as 
independent co-ordinate agencies, each having its relations directly 
with the chief executive or general manager, on the one hand, and 
with the operating services on the other, or as sub-divisions of the 
bureau of general administration. Which of these systems of or¬ 
ganization is adopted, will determine the status of the central per¬ 
sonnel agency and its relation to the chief executive, his bureau 
of general administration, and the other supply services. 

On general grounds the present writer favours the latter form of 
organization. No feature of administration is more fundamental 
than that of placing final responsibility for the conduct of admin¬ 
istrative affairs upon the chief executive. The agency through 
which he discharges this responsibility is his bureau of general 
administration. It would seem to be both logical and in the interests 
of efficiency, therefore, if the several supply services and those 
having the function of general supervision and control should be 
brought under the direct authority of this bureau by being made 

HA valuable diHcussion of this question is to bo found in the report of 
the CoTifcrcnco Committee on the Merit BYstem, Merit Sy.stcin in 

Uovcrninont, ’ ^ 
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subdivisions of il. Though ihis is ihe form of organization toward 
which efforts should be directed, it is probable that, as a matter 
of expediency, the co-ordination of these supply and general admin* 
islration services under the bureau of general administration should 
not be attempted until the special piobleiiis connected with the 
organization and determination of the functions and procedure of 
each of there services individually considered had been substan¬ 
tially soKtd. This done, it would be a matter of comparative 
case to bring them together into a single integrated service of 
general administraticn. The policy to be pursued is, thus, largely 
dependent upon the extent to which a government is prepared to 
take radical action in the way of perfecting its organization and 
administrative procedure. 

Aesociatioii of Central T’^ergoiiiicl Agencies. Il is evident 
that problems of a central personnel agency are largely identical 
in all of our governments, national, stale, and local. It is highly 
desirajbic, therefore, that these agencies should effect an organiza¬ 
tion liirough which they can discuss their common problems and, 
when feasible, adept uniform practices and methods of procedure. 
Probably the most striking instance of the advantages that would 
result from the establishment of co-operative lelalions are to be 
found in the field of classification of personnel and ihe framing 
of recruitment examinations or tests. Not only is there a great 
waste of effort and money in each agency independently peifoim- 
ing the labour involved in working out a scheme of classification 
and in writing the detailed specifications for the positions provided 
for but it would be very advantageous to have such schemes, or, 
at least, the detailed position .‘ipecificalions, as lar as possible, 
slandaidizccl. In like mauiicr there would be an economy and 
saving of effort if cuinmon agreement could be reached in 
respect to the character of tests that should be employed in reciuil- 
ing cligibles for the different positions, the relative weights to be 
given to the different factors entering into these tests, etc. Finally, 
it is more than possible that economy in operation could be 
secured through the several agencies making use of each other’s 
facilities for the holding of examinations and in other ways. 

The desirability of such an organization has been recognized, 
and there is now in existence a body knowm as the Assembly ol 
Civil Service Commissions, which meets annually for the con¬ 
sideration of problems with which the civil service commissions 
have lo deal. Largely, cn the initiative of this organization, there 
was created, in J92d, a nureau of Public f^ersonnel Administra- 
lion, with hcadquai teiii at Waibington, D. C., which acts, in 
effect, as a technical re.-caich agency and central bureau of 
infonnalion for the cotnnii.osioiis and all other bodies having lo 
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do with matters of personnel administration. At the outset, this 
bureau was attached to the Institute of Government Research 
and operated under its general direction. Since July . 1 , 192G, it 
has, however, functioned as an independent body. The results of 
the studies of this organization are published in a monthly entitled 
‘‘Public Personnel Studie"/* 



CHAPTER XXIII 

EMPLOYEES’ ORGANIZATIONS 

Recent years have witnessed the development in private indus¬ 
tries in the United States and other countries of a movement for 
the establishment of the principle of employees* participation in the 
personnel systems to which they belong. This radical change in 
past practice is defended upon two grounds; first, the moral one, 
that it is only proper that employees should exercise a voice in 
determining the conditions under which they are to labour and 
second, the practical one, that such a system will produce better 
results, through the slirnulalk n of the interest of employees in their 
work and through the aid that such participation can give in the 
prevention of abuses on the part of the appointing power. Closely 
connected with this question is that of the right oi employees to 
form organizations and of the function of such bodies in the deter- 
mination of the employment contract and of operations under that 
contract, since the only way in which employees as a body can 
participate in employment management is through their effecting 
organizations for that purpose. 

It was inevitable that this movement should enter the field of 
public as well as private employment. There has, thus, arisen the 
important question of the extent to which governments should 
recognize the right of their employees to form organizations con¬ 
cerned with employment conditions, and if such right is recognized, 
the extent to which their intervention or co-opcralion will be per¬ 
mitted in the handling of personnel matters. This question, it 
need hardly be said, is one of no little complexity and involves 
considerations concerning which it is not easy to take a definite 
stand. The best that can be done at the present time is, therefore, 
to attempt to make known the nature of these considerations and to 
draw such conclusions as present experience would seem to warrant. 

Employment Relations between a Governnunt and its 
Personnel. As regards the general principle involved, attention 
at the outset should be drawn to the fact that the nature of the em¬ 
ployment relation between a government and its employee is or up 
to the present time at least, has been, quite different from that ob¬ 
taining in private industry. In the latter this relation is that of a 
contract, the terms of which, in theory at least, have been fixed by 
mutual agreement. In a government .‘^uch a condition can hardly 

said to obtain. Here, employment conditions are fixed by statute, 
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or by administrative order issued in pursuance of statutory authori¬ 
zation* and the means securing changes in such conditions is 
normally through political action. 

Proper Functions of Employees’ Organiscations. Secondly, 
it should be noted, that there is fundamental distinction between 
the fixing of the conditions of employment and the actual work 
of administering the system that may be established. Put m the 
form of interrogatories* these considerations* therefore* give rise 
to the following questions: Shall government employees be per¬ 
mitted to form organizations concerned either with the determina¬ 
tion of employment conditions or with the operations or personnel 
administration? If permitted, what shall be the means of action 
open to those organizations and, particularly, shall they be permit¬ 
ted to make use of a concerted cessation from work or a strike in 
order to enforce their demands or affiliate themselves with other 
organizations making use of tliis vveapo.*; ! To what extent, if any, 
shall these organizations engage in political activities having for 
their purpose to promote the election of representatives or officers 
favourable to their demands or the defeat of those opposed to them ? 
Shall they be permitted to engage in operations of a lobbying char¬ 
acter having for their purpose to promote the enactment of legisla- 
tionbelicved to be favourable to their interests or the defeat of mea¬ 
sures of which they disprove ? Shall their participation in the actual 
work ol personnel administration be sought or permitted, and, if so, 
shall such participation be provided for by statute or administrative 
order, or shall it be merely a matter of informal arrangement be¬ 
tween administrative officers and the organizations? 

As regards the first question there can* it is believed, be little 
doubt that the answer should be in the affirmative. Apart from any 
question of right, there are many advantages in having employees 
effect organizations for the examination of all phases of personnel 
administration with a view to determining wherein the systems 
under which they are working are unsatisfactory and the means 
that should be taken to correct these conditions. With respect to 
most of the more important features of a personnel system, such as 
the establishment and enforcement of the merit system, the estab¬ 
lishment and operation of a just efficiency rating and promotion 
system, the classification of positions according to their relative 
iinporlance, the adjustment of compensation to work, etc., ihe in¬ 
terests of the governmmt and the employees are identical. In ih^ 
actual administration of these systems, also, employees are in a posi¬ 
tion to see defects or the abuse of power by the directing pesonnel 
that those in general authority often cannot so well discover. If or¬ 
ganized and conducted upon a proper basis employees’ organiza¬ 
tions can thus render a real service in the working out of proper 
personnel systems and their subsequent operation. 
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Proper Means of Action of Employees' Organizations. As 
regards those questions pertaining to the means that may be legiti¬ 
mately employed by employees’ organizations in furthering their 
purpose, it would seem to be not only proper, but desirable that 
they should seek to make known to the legislative branch their 
position in respect to legislation proposed or desired having to do 
with fiersonnel matters. This should preferably be done openly 
through the preparation of briefs or arguments, the giving of 
testimony at hearings on pending measures, the publication ot a 
journal, etc. Any attempt on their part or by their members 
individually, to exert pressure upon the legislature through engag¬ 
ing in political activities having for their purpose to promote the 
election of representatives favourable, or the defeat of those antag¬ 
onistic to their demands, on the other hand, can only be condemn-* 
cd. If there were any doubt about this, the experience of England 
would be conclusive. Notwithstanding the high traditions of the 
civil service, the political activities of government employees in the 
so-called dockyard districts were such as to give to the members of 
parliament repiesenling these districts the designation of “dock¬ 
yard members,”^ If such activities were permitted, the rapid 
growth in the number of government employees would produce 
political problem of the first magnitude.^ 

In like manner there can be no question that it is highly unde¬ 
sirable for employees’ organizations to make use of the strike as 
a weapon for enforcing their demands. It has already been pointed 
out that the public service differs radically from private enterprises 
in that the employment relationship is one of statutory deter¬ 
mination instead ol contract, and that the proper means of action 
is political, that is. through the employment of the recognized 
methods of political action. Apart from this, the factor of the 
general welfare enters into the question to an extent that it does 
not in private undertakings. If the position here stated is accepted 
it w'ould seem to follow that it is preferable that employees’ organi¬ 
zations should not affiliate themselves with outside organizations, 
and particularly should refrain from joining forces with organi- 

Lnwiotifo Lowell, The Government of England], vol. II, np. 

149.r>n. 

-“'In ViftorLi the political power of tlio organized worker.^ on the 
state railways became .so pronounced and threatened so continuous an 
increase that the constitution of the province was amended so as to 
deprive nil civil servanta, including the railway employees, of their 
rights of general suffrage, substituting therefor the right to elect a 
fixed number of members who would be officially recognized as represent¬ 
ing the interests of the Civil Service. Mayers, The Federal Service, 
p. f)45. 
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zations making use of the strike as one of their weapons of war-* 
fare.® 

With respect to all these mailers that have been considered, the 
situation in the United Stales, and specially in respect to the 
national government, may be said to be fairly satisfactory. A large 
number of organizations have been effected by federal employees. 
Of these, the most important is the National Federalijn of Federal 
Employees, That this organization has taken the proper stand in 
respect to its function and means of action, is shown by the follow¬ 
ing extracts from its constitution as revised at its fifth annual 
convention in 1921 . Its preamble reads: 

With a view to the betterment o£ the Federal Service 
in genera!, and for the promotion of the common welfare of 
government emiiloyees thiougli eo-opeiation and organi¬ 
zation, we, a National Federation foimed of such cmjilo- 
yees, adopt this constitution. 

Article II, headed “Objects and Methods,” reads: 

Section 1. The objects of this Federation shall be to 
advance the social and economic welfare and education 
of the employees of the United States and to aid in the 
perfection of s^^stems that will make for greater efficiency 
in the various services of the United Stales. 

Section 2. The metliods for altaining tliese objects 
shall be i)ctition to Congress, by creating and fostering 
sentiment favourable to proposed reforms, l>y co-operation 
Avith government ofiicials and employees, by legislation 
and other lawful means : Provided, that binder no circums¬ 
tances shall this Federation engage in or support strikes 
against the United Slates (lovcj-nnient. 

Section 3. With a view to co-ordinating the energies and 
influence of all Federal employees in support of our aims, 
wc strongly urge til cm and all national organizations of 

•"Tlifi xii.'ittcT of individual (’mijloyoos of govorniiioiils juijiijig ouisido 
Jabour oagaiiizatioiis j aiwes coiisidoratioiis of (piitc a diffei ciil character. 
Ill their industrial cstablislniiculs, sucJi as the Government Printing 
Ollice, arsenals, shipyards, otr., governments employ large numbers of 
workers of the same class as those eraidoyed in private establishments. 
Many of these have been nicnibcrs of the unions for their trades before 
entering the government service. It is more than an open question 
whether they should be compelled to drop their membership in such 
organizations upon taking service for a govcrnniont or be prevented from 
joining forces with their fellow craftsmen in seeking to promote the 
interests of crafts. That they should participate in u general 
strike to enforce demands relative lo conditions in outside establish¬ 
ments, AvouUl, however, seem to be mauifostJy improper. 
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government employcois to to the American Federa¬ 

tion of Labour to secure complete eo*operatoin and cohesive 
action of all interested in the common cause, under one 
joint jurisdiction. 

11 exception be made of the lecoinmendalion that government 
employees* organizations affiliate with the Aineii:an Federation of 
Labour, no criticism can be made of this statement of the function 
and means of action of this organization. This is all the more true 
when one considers the specific measuie^ that lliis organization 
has sought to promote. According to Mr. Procter^ they have 
embraced the lollowing: 

(a) Procurement oi‘ legislation beneficial to tlie govern¬ 
ment service and employees, and protection from unjust 
and inconsiderate enactment of laws affecting them. 

(b) Eeclassification of salaries and wages based upon 
the value of work done. 

(c) A satisfactory retirement plan (recently adopted). 

(d) Improvement of methods and systems of work in 
the government service so that they may be lirought more 
up to date, made more efficient and more responsive to the 
needs of the United States. 

(e) A minimum wage law to provide that every 
government employee shall be able to work in health and 
decency. 

(f) Extension of the merit system or civil service classi¬ 
fication to all positions of the government service. 

(g) The appointment of a civil s( 0 ‘viec board of appeals 
or a board of mediation and conciliation composed of repre¬ 
sentatives of the employees and the emiiloyer for the con¬ 
sideration of differences and gricvancesS. 

(h) Improved working conditions, including half holi¬ 
days on Saturday through the year, and reasonably safe 
and comfortable places in which to do work. 

In the foregoing, there has been consideration of the functions 
and means of action of organizations of public employees operat¬ 
ing outside of the field of administration. There rcMiairi.s for exami¬ 
nation the extent to which it is desirable that public employees, 
acting through these organizations or otherwise, sliull participate 
in the actual work ol administering a personnel syolem. 

This participation can take place in two ways: through the 
giving of advice, and through the exercise, or the sharing in the 
exercise, of direct authority. 

^Principles of Pii]>lie Per.soiiuel Aduiinistriitioii, pp. 
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In general ihc opinion seems to be prevailing lhal co-operation 
in the first way, at least, should be expressly provided for by 
statute, fhe Congressronal Joint Commission or Reclassification 
of Salaries invited and made large use of the services of repre¬ 
sentatives of federal employees in making its investigation and 
in formulating its conclusions, and it recommended in its report 
that definite provision be made for securing currently the co-opera¬ 
tion, in an advisory way, of employees in administering the sys¬ 
tems proposed by it. Its proposal took the form of recom¬ 
mending that provision be made for a “civil service advisory 
council*’and “personnel committees.” The former, it suggested, 
should be composed of twelve members, six representing the direct¬ 
ing personnel and six the subordinate employees, the latter to be 
selected by the employees themselves from their own number, two 
from each of three main groups of services: manual, clerical, and 
professional. The functions of this body, il stated, should be ‘“to 
consider proposed changes in civil service rules and regulations 
affecting the personnel of the service, as well as other matters on 
which the advice of the council may be of assistance** and “to 
offer to the Civil Service Commission at any time recommendations 
of any question coming under the jurisdiction of the latter.” The 
“personnel committees/’ it stated, should be established according 
to policies determined by the advisory council, have the same 
general character as that body and have as their function ‘“to 
assist in improving the morale and efficiency of the service and in 
making suggestions and recommendations as to personnel service 
regulations, methods and organization of work, working conditions, 
health and safety.’’ 

Employees' Organizations in Public Service of Great 
Britain. In England, the war cabinet, in J918, decided to apply 
the principles advocated in the Whitley report regarding the crea¬ 
tion of worker’s councils in private industrial establishments to the 
industrial works of the government. Conference committees have, 
thus, been created in practically all of the industrial establishments 
of the government and departmental joint councils in each of the 
departments of the government having such establishments. Re¬ 
garding these, Mr. Mayers says:5 

]MaMcr.s that are rep;arded ordinarily as exclusively 
trade questions, such as wages, piece prices, shop rules in 
relation to union rules, etc., fall under the jurisdiction of an 
entirely distinct committee known as the “Trade Committee.” 
The final point of difference is that both the shop, depart¬ 
ment, and works committees on the one hand and the trade 
committees on the other are composed of representatives or 
•’Op. cit., p. fi76. 
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stewards of the trade unions having members employed in 
the shop. In short, the trade union has been accepted as 
the sole and complete basis of employees representation. 

For services of a non-industrial character, provision has been 
made for a **National Council for the Administrative and Legal 
Department of the Civil Service’’ and for special organizations in 
sixty or more of the distinct services. In these, membershtp in 
organization of employees is made the basis of representation.® 
That valuable assistance can be rendered by employees, speaking 
through their organizations or committees, in the devising of a 
system of personnel administration and its subsequent modification, 
there can be no doubt. It is exceedingly questionable, however, 
whether their participation should go beyond this. The funda¬ 
mental objection to their exercising any authoii y in respect to 
administrative determinations is that authority is thereby weakened 
and responsibility scattered. 

Op^^rations under the Australian Arbitration (Public 
Service) Act of 1911. The evils that can result where full 
authority over personnel is not vested in those in direct charge of 
work are shown by the disastrous experience of Australia, It is 
recognized that this is an extreme case, but the results of this 
experiment are none the Jess illuminating. As is well known, 
Australia has taken advanced ground with respect to legislation for 
the promotion of the interests of labour. Included in such legisla¬ 
tion is an act providing for the establishment of a Commonwealth 
Court of Conciliation and Arbitration, having authority to deter¬ 
mine, upon the matter being brought before it, wages and other 
conditions of employment in private industries. In J911 the Domi¬ 
nion Parliament passed an act entitled ‘'Arbitration (Public Ser¬ 
vice) Act,” which authorized public employees to form organiza¬ 
tions, to register these in the Commonwealth Court of Conciliation 
and Arbitration, and to bring before that body for adjudication any 
claims that they might desire to make relative to the compensation 
paid to their members or other conditions of their employment. It 
is evident that the result of this action was to take away from the 
directing heads of administrative services the final determination of 
the employment conditions that should obtain in such services and 
to vest it in a body that was not responsible for the work of such 
services. 

It was a foregone conclusion that this system would work dis¬ 
astrously. Its results, in fact, have been utterly to demoralize the 
public service. This is graphically brought out in the report of the 

a. valua]>]e account of tlie organization and work of these bodif s 
see ‘‘Civil Service National Whitley Council: ifeport of the Joint 
Coiniuitfcc on the Organization of the Civil Service, iy20, Document No. 
3804. 
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•‘Royal Comnotission on Public Service Administration. Common¬ 
wealth of Australia.’’ of July 28. 1920. In this report the operations 
of this act arc denounced in scathing terms. The following extracts 
from this report show the character of these criticisms: 

It was anticipated in some quarters that by the passage 
ot the Arbitration (Public Service) Act, the Public Service 
Commissioner and his inspectors would be relieved of much 
responsibility and that the volume of work in administering 
the Public Service Act would be appreciably lediiccd, it 
being assumed that if the fanctions of prescribing salaries 
and allowances, fixing hours of duty, and determining 
([ucstions affecting the condition of employment were trans¬ 
ferred from the Commissioner to the Arbitration Court, 
the burden of the Commissioner-s responsibility must 
necessarily be lightened. This has proved a fallacy, for, as a 

matter of actual experience, the reverse has been the case_ 

There is not the slightest doubt that the settlement of diffi¬ 
culties arising from awards has made the administration of 
the service moie complex, and responsible departmental 
officials, who have been required to carry out the ])rovisions 
of these awards have become bewildered and perplexed, 
and have been compelled to fall back upon the commissioner 
for direction and advice. .. 

In placing the responsibility upon the Arbitration Court 
of dealing with claims of i>ublic servants for increased pay 
and privileges, it was apparently never realized by the 
framers of the Arbitration (Public Service) Act that the 
Court was l)eing set an almost im]) 0 ssible task. However 
skilled the judges of the Arbitration Court may be in 
£inalyzing evidence bearing upon industrial problems, 
however, painstaking and conscientious they may be in 
the discharge of their onerous duties the fact remains that 
they have been required to deal with tiucslioiis which can 
only be satisfactorily compared by men with long experience 
ill the management of the public service. Generally speak¬ 
ing, the Court has found the greatest difficulty in follow¬ 
ing the intricacies of Public Service Organization and has 
produced crop after crop of anomalies and inconsistencies, 
rendering tlie work of control a most exacting and unsatis- 
factoi'y business... .The Court has been unable to view the 
Public Service as a whole and the result has been a loss to 
elasticity of working and consequent embarassment ta those 
responsible for the management of the Service.... 

Public Service arbitration has proved a most costly 
affair. In order to obviate legal expenses, it is provided by 
the Act that neither party to a plaint shall be represented 
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by counsel in the hearing of cases by the Court, but re¬ 
presentation of the Commissioner and departments has 
involved heavy expenditure because of the necessity for 
bringing witness from other states to give evidence, and in 
paying the salaries ot* those witnesses and of other officers 
in attendance at the Court. On the side of the Public Ser¬ 
vice Associations the cost of i>roseeuting their claims has 
also been heavy as although legal representation in the court 
is x>rohibited by the Act, legal assistance outside the court 
is availed of hi many eases. In addition, the salaries of 
numerous witnesses as well as their travelling and living 
expenses have to be recouped by associations. The salaries 
and expenses of executive members of associations appear¬ 
ing ill the Coui't also form a serious item of expenditure. 

The expenditure on salaries and allowances of public 
servants has under the arbitration system increased by 
leaps and bounds.,.. 

In the foregoing analysis of the results of the Public 
Service legislation dealing whth arbitration, it has been 
shown that a gradual process of disintegration has operated 
throughout the Service, combined with the weakening of 
constituted authority, the reduction of etfieiency, and the 
general disorganization of departmental management. The 
advantages wiiicli were expected from such legislat ion have 
failed to materialize, while the disadvantages have been 
such as to make one despair of the future of the Public 
Service. It is cerlain that the experience of the Commis¬ 
sioners, in regard to settlement of Public Service claims and 
grievances through tJie medium of an Arbitration Court, 
has been of such a disajipointing and unsatisfactory nature 
as to serve as a salutary warning to all State Governments 
and to the public services of other countries.’' 



CHAPTER XXiV 
RETIREMENT SYSTEMS 

One of the latest developments in the field of personnel admi¬ 
nistration is the demand that governments shall make provision for 
the pensioning of those of their employees who, on account of 
advancing age or physical disabilities, have become unable properly 
to perform their duties. I hough other factors aic present, the rise 
of this demand can largely be attributed to the steady development 
of the merit system, bringing with it permanency of tenure of pub¬ 
lic servants. So long as the spoils system existed with a constant 
shifting of personnel, this problem either did not exist at all or was 
of so relatively small importance as to attract but slight attention. 
Upon the adoption of the principle of permanency of tenure, there 
was immediately presented the problem of determining the condi¬ 
tions that should govern the separation of employees from the 
service. Failure to make proper provision in respect to this matter 
means the development of conditions that either entail great per¬ 
sonal hardship upon employees or bring about a condition of 
affairs within the services absolutely destructive of efficiency in 
operation. Either employees, as they become less efficient or 
wholly incapacitated for work as the result of physical disabilities 
arising from accident, sickness, or failing powers consequent 
upon advancing years, must be ruthlessly dropped from the 
service without any provision for their future financial needs, 
or the services must acquiesce in the possession of a personnel 
composed in no small part of employees who, on account of 
the physical impairment of their powders, are unable to render a 
service representing a proper return for the compensation received 
by them. 

In point of fact, the second of these alternatives is the one 
always chosen when no systematic provision is made for the retire¬ 
ment of old and incapacitated employees upon a pension of some 
sort. The full extent of the loss of efficiency and the wasteful 
expenditure of public funds resulting from this condition of affairs 
is not generally appreciated. Many thousands of dollars are paid 
for salaries for which no corresponding service is received. The 
retention of these employees, moreover, clogs the paths of promo¬ 
tion and by so doing lessens the incentive to good work by the 
younger employees and materially impairs the general morale of 
the service. In the army and navy these factors have long been 
recogni^ied and provision has been made for the compulsory retire- 
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menu upon pail pay of officers attaining a certain age. It should 
further be recognized that employees retained but not giving 
adequate return for their compensation, by the mere fact of their 
presence, entail considerable expense through the necessity of 
providing them vviih quarters, light, heat, etc., and meeting their 
proportionate part of what is known as general overhead cost. 
Employment of two men of impaired efficiency to do the work of 
one able man means a financial charge upon a service much greater 
than is represcAiled by tlie payment of two salaries instead of one 
salary. From the purely selfish standpoint of the government as an 
employer and apart fiom the humane treatment of employees who 
have grown old or become incapacitated in the service, it is desir¬ 
able that wherever permanency of tenure is adopted provision 
should be made for a pension or retirement system. 

Types of Retircmeiil Systems. Though the desirability of 
government' making provision for the retirement of their old and 
incapacitated employees is now generally recognised, the practical 
problem of organizing such a system is one presenting many diffi¬ 
culties. To persons who have given no thought to it, the matter has 
seemed to involve little more than fixing an age at which employees 
sh;\ll be retired from the service and the amount of the allowance 
that shall be granted to them upon their doing so, with special pro» 
vision at the same time to meet the cases of those becoming 
incapacitated for work prior to reaching that age. In point of fact, 
lli'2 problem is far from as firaple as this. Involved in it arc many 
other questions, in retpc'fct to which different lines of action may 
be taken and regarding which a decision must be made. 

Among them, the first to be me!; is the determination of the 
financial basis upon whicli the system shall rest; that is liow the 
money with which to make the retirement allowances shall be 
raised. In practice, the choice lies between three systems known 
as: the non contributory, the partly-conlribulory, and the wdioiiy- 
conlribulory. Under the first the government undertakes to defray 
the entire cost of making the retirement allowances. Under the 
second, the cost is met partly by the government and partly by the 
employees, ihe contribution of the latter being secured through 
compulsory deductions from their salaries which are carried to a 
fund whicli, together with the governments contributions, fur¬ 
nishes the iimds wnth which to pay the allowances. Under the third 
the entire cost is met by the employees thorugh the deductions 
made from their salaries, though it is usual in such cases that the 
co^t of administering the ‘.ystem will be borne by the government. 

Each of these systems has its advantages. The attempt to com¬ 
pare the relative merits of these three systems in detail is imprac¬ 
ticable here. Certain of the more important considerations that 
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are involved may, however, be mentioned. There are many who are 
unwilling to accept the principle underlying the first and second 
systems. By them, the stand is taken that government employees 
arc under the same obligation to make provision through saving 
for their future financial needs that confront persons in private 
employment, and that governments do all that tiiey can properly 
be called upon to do. in organizing and administering a system 
under which compulsory provision of this kind will be made 
through deductions from their salaries adequate to accomplish this 
purpose. Persons holding this position are, thus, advocates of the 
third or wholly-contributory system. Others maintain that belli 
as a matter of principle and expediency the entire charge of ihe 
system should be borne by the government. From the principle 
stand point, they see no reason why employees in the civil branch 
should not be treated as are those in the military and naval services. 
From that of expediency they point out that this system is much 
the simplest one. doing away as it does with the complicated and 
cxpen.dve method of making deductions from pay. Iheieare, 
finally, olher.s who look upon the re5pon.sibility as a joinl one and, 
coiisequenlly, advocate the compromise or parily-contributory sys- 
leni. Though lending to emphasize the responsibility of the govern- 
ment, they see a moral advantage, at least, in having the employees 
by their own sacrifices contribute something toward providing for 
their future. Finally, there are not a few who hold that the choice 
between these three systems is a relatively uiiimpoilanl one, it 
being contended that all three give substantially the same result 
from the standpoint of financial sacrifice by the two parties. It is 
argued thus, that when the system is entirely supported by the 
government, this fact is taken into account in fixing the salaries 
of employees. Thus civil service employees of the British govern¬ 
ment in 1909, by an almost unanimous vote, petitioned the 
government to change the existing non-conlribulory system into a 
contributory system, giving as their principal reason that the effect 
of a system maintained entirely at government expense was to 
depress salaries by an amount far in excess of the benefiis of the 
pension; hence such a system, although non contributory in appear¬ 
ance, was in reality a contributory system.’*^ The contrary conten- 
tion can also be made that w^hen deductions are made from 
salaries this also is taken into account and salaries so fixed as to 
give an adequate net return to the employees. Due to these and 
other reasons, the tendency m the United Slates has been to adopt 
the partly-contributory plan as a fair compromise between con¬ 
flicting considerations, 

111. H. Biiisli, Ectiremcut Systems and in Public Service. 

Annuals of the American Academy of Political and Social Science, May! 
1924, p. 
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Character of Financial System. With a decision reached 
regarding the type of system that will be established, the problem 
is then presented of the method to be employed in distributing the 
cost over the years that the system is in operation. W^hen a sys* 
tern is first established the payments to be made on account of 
retirement of allowances will be relatively small. The amount of 
these payments will, however steadily increase, since additions to 
the retirement roll will exceed those dropped from the roll on 
account of death. This increase will continue for twenty or more 
years. To meet this situation, two methods are open: one. of 
having the contributions, whether by the government or the 
employees or jointly by both, sufficient each year to meet the cost 
of that year. and. two. by having the contributions fixed at that 
amount which will not merely meet the costs of the year when 
made but aI?o provide for an accumulation of funds \Nhich, to¬ 
gether with 'he inteiest earned on sjch accumulation, will permit 
of meet in g future increa'cd charges wMhou! uusing’he rate of 
contributiv)!! fixed upon. 

As between these two systems iJicjc can be no doubt that the 
second is the one that should be adopled. If it is not adopted, the 
government, under a non-contributory plan, will be culled upon to 
disburse a constantly and rapidly increasing sum in meeting its 
obligations, a sum which in time v/iil amount to a considerable 
percentage of the entire payroll. If the jyslem is a contributory 
one. the employees will each year be called upon to increase their 
contributions. This is inequitable as between existing and future 
employees and will give rise to such dissatisfaction as will wreck 
the system or compel its reformation. 

Plain as these facts are to all who have given any study to 
insurance problems, they have largely been ignored in practice. 
Many systems have been established without giving any recognition 
to the fact that disbursements for retirement allowances will 
steadily incieasc over a long period of years. Even when this 
increase is recognized and attempts have been made to provide for 
it, rarely has the actuarial problem of determining the level pay¬ 
ments required been properly worked out. Indeed, the statement 
may be made that scarcely a single government retirement system 
has been established in the United Slates that at the outset was 
actuarially sound. All, if not already confronted with the problem, 
will soon be faced by the necessity of radically reforming their 
contribution systems. The system of the national government, 
which one might be supposed would be worked out with special 
care, falls in this class. Of it Mr. Doyle, Secretary of the United 
States Civil Service Commission, writes:^ 

2John T. Boyle, The Federal Civil ^lervice Retirement Law. Annals. 
May, 1924, p. :^37. 
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The Federal Govornmenfc is permit ing an annual 
liability to accrue equal to 3. 87 per cent of the pay- roll of 
members to provide the benefits. This amounts to upwards 
of $ 17,000,000 per annum, which, together with interest 
earnings and with uudepleted contributions at interest, 
provides the funds required to meet the benefit obligations. 
Provision is not made for this contribution currently, nor 
is it even set up as a liability, but the Government annually 
diverts the contributions of the employees to pay the pen¬ 
sions of those retired and ])ei*mits this depletion to continue, 
not only unaccounted for but altogether disregarded. A 
day of reckoning must come when the government must not 
only appropriate this 3*87 per cent of the pay-roll for each 
clai)sed year, but also make up the interest compounded at 
four per cent that it fails to credit to the fund. It is not 
possible to estimate with any degree of accuracy the extent 
of liabilities, but experience with other systems indicates 
that the amount required will increase ultimately to more 
than twenty per cent o ' the pay-roll, if payments aie not 
met as they accrue. Since the liabilities are not known, 
there is no means for measuring present and l!u,ture obliga- 
lioiis or of shaping a course from the many proposals for 
change in the system. Obviously the liability should not be 
X)ermittcd to continue mounting up as an obligation to be 
met through taxation without record of its magnitude. 

Character of Benefits. The problem of establishing a retire¬ 
ment system would be greatly simplified if the only benefits pro¬ 
vided for were annuities to be paid during life to employees 
separated from the service after reaching the retirement age. Few, 
if any, systems that have been established in the United States 
have been content to restrict their benefits to this one feature. 
Most. if. not all, provide for the payment of annuities to those 
retired on account of physical disabilities before reaching the 
retirement age, and payments to the heirs of employees dying 
before reaching that age. When the system is a contributory or 
partly-contributory one, it is also usual to provide that employees 
resigning or being separated from the service for other reasons 
before reaching the retirement age will have returned to them all 
the contributions that they have made with interest of a fixed rate. 
Provision may also be made for making payments to the heirs of 
annuitants who die before they have had the benefit of the annuity 
for a fixed number of years. 

It is evident that provision for these various benefits greatly 
complicates the actuarial problem of devising a system that will be 
financially sound and do justice to all parties interested. This prob¬ 
lem is so difficult that it can only be solved by those who have 
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made the problem of actuarial variances a special study and no 
attempt should be made to devise such a system without making use 
of the services of specialists of this kind. 

Proviaion for the Immediate or Early Retirement of Ex¬ 
isting Employees. Where the retirement system is a non-contribu* 
tory one; that is, where the entire cost is met by the government, 
no special problem is presented in providing for the payment of the 
annuities of those who are immediately retired when the system 
begins to operate or are retired during the early years of the 
system’s operation. It is othewise, however, where the system is 
a contributory or partly-contributory one. These systems rest upon 
the principle that the employees, during their years of service, will 
make contributions sufBcient in amount to provide, in whole or in 
part, for the annuities to which they will ultimately be entitled. 
Since no such contributions have been made by those employees 
who have reached the retirement age, when the system enlers into 
force and inadequate contributions will be made by those who reach 
this age during the early years of the system special provision must 
be made for their cases. As it would be unjust to make the con¬ 
tributions of all employees hjgh enough to pay not only their own 
retirement cost but also that of these existing employees as well the 
provision is usually made that this cost shall be met by the govern- 
mcLt. This means that in organizing the system a clear distinction 
must be made between the financing of the system as applied to 
persons entering the service after the system is established and 
those already in the service and partly along the road to the 
benefit-receiving stage. 

Other Factors. The foregoing, though the most important, by no 
means exhausts the factors that enter into the problem of devising 
a satisfactory retirement system. Others are the determination of 
the extent to which length of service as well as attained age will 
have weight in determining the right to an annuity or its amount, 
the basis for fixing the amount of the annuity, the right to continue 
an employee in the service after the annuity age is reached if the 
employee so desires, the extent to which the system shall be made 
applicable to all civil employees or special provisions be made for 
particular classes, such as school teachers, policemen and firemen, 
and the like, and the machinery that shall be set up for the adminis¬ 
tration of the system. Into these questions we cannot here enter 
since our purpose is to make known and analyze the problem of 
public administration rather than to attempt to solve all of the 
technical questions to which such problems give rise.*’ 

•UOsperial restraint in ('onsidering this iirohleiu has hccii ox(?reised 
since the whole suh;j^‘ct lias )>ecu .so clearly and fully handled in another 
puldicalion of the Institute for Govermuciit Itocarcli. iRoferoneo i.s 
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Movement 'for the Eslablishmeiit of Retirement Systems 
for Government Employees in the United States. The 
movement for the establishment of retirement systems for govern^ 
ment employees has two phases; the organization of such systems 
for special classes of employees, and particularly teachers, police¬ 
men and firemen, and the organization of systems for civil em¬ 
ployees generally. The first phase has had an extensive develop¬ 
ment and is now rapidly spreading. The first retirement system for 
public employees to be established in the United State was in City 
Pension Fund for Policemen of New York City, created in 1857. 
Other cities in time made similar provision for the retirement of 
their policemen and firemen. It is in respect to teachers, however, 
that the movement has had the greatest development. Mr. Baish, 
the Secretary of the Retirement Board of Pennsylvania, lists 
twenty- three states as having enacted state-wide laws for the retire¬ 
ment of their public school teachers, and states that there are over 
one hundred teacher’s retirement systems in the United States.^ 

Much less progiess has been made in respect to the second phase. 
The first general retirement system for government employees was 
established by Massachusetts in 1911. Eight years later, 1919, 
Maine and Connecticut followed suit. Similar action was taken by 
New York in 1920, New Jersey in 1921, and Pennsylvania in 1923, 
A general retirement system for the national government was 
created in 1920. Eight States: Rhode Island, Maryland, Indiana, 
Michigan, Tennessee, Colorado, California and Wisconsin, have 
passed laws authorizing their political subdivisions to establish 
retirement systems for their employees. The movement, though 
slow in getting under way is now in full swing, and it is only a 
matter of time when provision for the retirement of employees will 
constitute a feature of the personnel systems of all of our important 
governing bodies. 

had to the work by Lewis Meriam, PrincipJos Governing the etirement 
of Public Employees, lOlS. Tliis work is the recognized authority on the 
subject. 

4Baish, Op, cit. 



PAKT iJI 
]\1ATEK‘TAL 



CHAPTER XXV 

SOME FUNDAMENTAL CONSIDERATIONS 

The problem of the procurement and effective utilization of the 
material objects required in the operation of an enterprise has 
much in common with that of the procurement and utilization of 
personnel services. Both require the establishment of means for 
determining accurately requirement needs from both the qualitative 
and quantitative standpoints, of classifying those needs according 
to some consistent principle, of creating a special procurement 
service, and of providing a machinery and procedure that will set 
up a proper control over use. It is only when we proceed from 
these general principles to the details of organization and pro¬ 
cedure that the elements entering into the two problems become 
differentiated. 

In a small undertaking, and especially in one under the direct 
management of its owner, the procurement of the plant, equipment 
materials, and supplies needed for the conduct of the undertaking 
and their subsequent utilization, though a matter of prime impor¬ 
tance and, inde^, one where the efficiency with which it is per¬ 
formed often determines the success or the enterprise, is a matter 
giving rise to no difficult questions of organization or procedure. 
In such undertakings the matter of determining what quantities 
and the taking of the steps for their procurement, is usually handl¬ 
ed directly by the owner or general manager. All that is required 
is the exercise of sound judgment in respect to requirements and 
due care in meeting those requirements often by the simple process 
of purchase in the open market. 

Immediately upon an undertaking assuming magnitude, the 
whole nature of the problem changes. Especially is this true where 
the undertaking is of a character involving the performance of a 
variety of activities or the production of a wide range of products. 
And still more is it true of a government which, in addition to 
engaging in numerous different lines of work, has to carry on its 
operations under special legal restrictions calculated to ensure 
fidelity on the part of all officers and employees. 

ClaBsificalion of Material. In ari general way the material re¬ 
quired for the conduct of an enterprise may be classified under 
four heads: (1) Plan, (2) Equipment, (3) Materials, and (4) 
Supplies. 
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The distinction between these classes is clear, though, in specific 
cases, difficulty is sometimes encountered in determining whether 
a given article should be classified as equipment or supplies or as 
materials or supplies. This arises where the article of equipment is 
of a petty character and has to be frequently renewed, and where 
thesame article can be used both as a meterial or as a supply. 
The distinction between materials and supplies is that the former 
represent objects which it is intended will be incorporated in 
the physical product of the undertaking while the latter represent 
articles consumed in the process of carrying on the work of pro¬ 
ducing the product. 

In a private undertaking, thi.s classification has importance from 
both the standpoint of accounting and general administration. In 
a government, interest is concentrated almost wholly on the fourth 
class, supplies. This arises from the fact that few government 
services have a tangible, physical product, that they consequently 
have to procure little or nothing in the way of materials, and that 
their plant and equipment requirements, being largely rertricted 
to that of office quarters and equipment, are simple in character 
and of relatively little importance. 

To this statement exception must be made in the case of those 
services that are of a revenue-producing character. Here the 
problems of material are nearly identical with those that confront 
a private undertaking for gain, throughout this work the effort 
has been made to emphasize the fact that the problems of adminis¬ 
tration of such services, from both the accounting and general 
operative standpoints, are distinct from those of the ordinary 
government services, and that generally speaking, they should be 
administered in the manner and in accordance with the principles 
that should govern private enterprises of an analogous character. 
It is thus desirable that a work, such as the present one, dealing 
v.’ith the general problems of public administration should recog¬ 
nize this distinction and make its discussion relate directly to the 
administrative problems of services not having this revenue pro¬ 
ducing character. 

In view of the following it should be observed that the discus¬ 
sion that follows has reference only to those services of the govern¬ 
ment whose function is that of the rendition of services rather than 
the production of a tangible, physical product, and, in the case of 
these services, which, however, constitute the great bulk of the 
services of a government, has in mind only the problems having to 
do with the procurment and utilization of supplies and that class 
of equipment such as office appliances which, on account of its 
relative simplicity, may be handled in the same way and by the 
same machinery as in the case of procuring and using supplies. 
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Having restricted our consideration in this way analysis shows 
that the problem of material may be resolved into the following 
clearly distinguishable elements: 

1. The determination of requirement needs, 

2. Procurement. 

3. Storage, issue, and use. 

4. Organization and procedure. 

Determination of Requirement Needs. Manifestly, the first 
step in handling the problem of .supply is that of determining 
requirement needs. This, in turn, involves the three factors of 
determining: (1) the kind of articles needed, (2) the quantity of 
each article needed, and (3) the time and frequency of delivery. 
It might seem that this matter of determining requirement needs 
is one of comparative simplicity and involving no important ques¬ 
tions of organization and procedure. In point of fact, it is other¬ 
wise. In all offices economy or waste results according to the degree 
of care and discrimination exercised in answering these several 
questions. There are few articles, either of equipment or supplies, 
in respect of which a wide range of choice and a corresponding 
variation in cost does not exist. If the article is desks, what kind 
of desks, what size, what material—mahogany, oak or other 
wood? If paper, what sizes, and qualities? If typewriters, what 
types? In determining these questions a high degree of technical 
skill is often required. This means that such needs should not be 
left to casual determination as one article after another is required. 
As far as po.ssible each service should make a special, careful and 
technical study of its material needs and, on the basis of such 
study, formulate what may be termed its procurement program. 
Especially is this necessary where, as in the case of goverment 
services, supporting data should be given for their requests for 
appropriations and an accurate report rendered of how moneys 
granted have been expended. 

lyiaterial Specifications. In our consideration of the problem 
of personnel it has been pointed out that not only should each 
service determine by careful study the character of personnel 
needed by it, but that this determination should also be expressed 
in carefully worded job analysis of all categories of employees 
whose services are needed. Precisely the same need exists in the 
case of material. The advantages of doing this for all articles to 
be purchased by a service arc many. 

In the first place these classifications make known in a precise 
and definite way the exact character of the articles required, their 
quality or grade, the nature of their constituent materials, the 
manner of their construction and all other needed special attributes, 
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Secondly* they facilitate the work of the service in calling for its 
supply of articles since, with the specifications once made, reference 
thereafter can be made to them by general title or number, thus 
avoiding the necessity of setting forth each time in detail the nature 
of the article required. Thirdly, they lessen greatly the work in¬ 
volved in the purchase of the articles; and, most important of all, 
they make it possible accurately to check deliveries for the purpose 
of securing assurance that the articles purchased correspond in 
character and quality to the ones actually ordered. The preparation 
and use of proper specifications, thus, lie at the foundation of the 
whole system of supply in the same way as the description and 
classification of jobs or personnel lie at the basis of the whole 
problem of personnel. 

The need for. and the advantages of, material specifications 
have been so well staled by Mr. A. G. Thomas in his work on Prin¬ 
ciples of Government Purchasing that it is worth while to reproduce 
part of his remarks, even though it entails something of a repeti¬ 
tion of what has been said.^ 

The advantages which flow from precision and defindc- 
iiess in the specifications contained in tlie invitations to 
bidders are manifold, A full and precise wSpecification 
greatly enhances the trading reputation of the purchaser 
for exact knowledge of his needs. Il informs tJio dealer 
that shiftiness during the eoujse of a purchase ngreement 
IS not a part ol: the purchasers poliey—a certainly which 
obviously encourages comj)Ctition among the most desirable 
vendors and secures the lowest prices. It saves the time of 
dealers, often a very important consideration, while in¬ 
complete descriptions, on the other liand, often require that 
a dealer sj)end a great amount of time or roly upon personal 
knowledge of requirements or bid without siifficicnt know¬ 
ledge. It saves the time of the purchasing ofli (‘0 in answer¬ 
ing questions of possible bidders, and it often saves the 
lime of those who are to receive or use the goods purchased, 
since otherwise dealers often turn to them \‘or informa¬ 
tion. 

Again, a ])rociso specification avoids the danger of collu¬ 
sion between dealers and those wTioarcto receive and use 
the articles purcliased. To avoid this responsibility, it is 
considei'cd essential by most large purchasers that all 
information given to the trade in regard to purchase agree¬ 
ments should come from the purchasing department rather 
than from those who are to receive or use the goods. 

^A, G. Tliomas, Prineijaes ol* Govcniiiif^nt Pur«’lias.iiig, pi). 123-24 
Tasthiito for Govcrumciit Ttcaccrrli, of Aration, 
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Absence of a precise specification involves moreover the 
danger that information given ver))aliy will be stated in 
different forms of several dealers. Such discrepancies in 
information are practically certain to arise if dealers are 
left to rely upon such information as the:^ can pick up in 
the course of conversations in ordoi* to supplement incom¬ 
plete descriptions in invitations for bids. Even if no un¬ 
conscious favouritism is shown by tliose giving verbal infor¬ 
mations, misunderstandings are sure to follow, l esultiiig in 
delays due to the necessity of replacing aiiicies incorrectly 
delivered, and in extreme case in litigation. 

The importance of the preparation of specifications for all sup¬ 
plies needed is now thoroughly recognized by most progressive 
private corporations. It has, however, made its way much more 
slowly in the case df governments, and it remains one of the impor¬ 
tant reforms needed in their performance of technical administra¬ 
tive duties. 

Standardization of Specifications. In considering the desir¬ 
ability for all articles of supply to be purchased, mention has yet to 
be made of one, if not the greatest advantage of such action. 
This lies in the opportunity that is thereby offered of unifying, as 
far as circumstances will permit, the practice, not only of all sub¬ 
divisions of a service but also of all the services of a department, 
or even of the government as a whole, in respect to kind of equip¬ 
ment and supplies that will be used. It permits, in other words, 
the formulation and adoption of what is known as standard specific 
cations for general use by all units of organization. 

It is difficult to overestimate the importance of effecting such a 
standardization. Once secured and effective means provided for its 
current revision, all of the processes of determining requirement 
needs, purchasing, storing, etc., are greatly simplified and supply 
costs are greatly reduced. As Mr. Thomas has expressed it:^ 

S-tandurclization is now fecogiiized by purchasing agents 
as the basis for effieiency in purchasing, for it tends to secure 
Cor all similar needs the article which experience has shown 
to be the best Cor the purpose. Again, it enables the pur¬ 
chasing agent to buy in large (luantitics by consolidating 
purchase needs to tlie highest degree, which is possible only 
when identically the same item is to be brought for 
each unit of service. It facilitates interchangeability of 
articles as between units of service; it facilitates the 
maintoiianco of stock by eliminating needless variety 
and concciiti*ating attention on essentials, and thereby 

-7dic7., pi).I33-34. 
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makes stock items readily available for use and obviates 
the necessity of emergency purchase; it eliminates waste 
and surplusage arising from the fact that individual prefer¬ 
ences of certain individuals may be disapproved by their 
successors in office; and it avoids the danger of favouritism 
or graft in such individual tastes or preferences. By reduc¬ 
ing the number of items to be purchased, it simlifies the 
work of the })Urctiasing office, a matter of great imi)Ortance 
to an office wliich lias upwards of ten thousand items to be 
])urchasc(l, as in the ease of a railway purchasing depart¬ 
ment; il sim])lifie.s the work of inspection by reducing the 
variety of items on which inspectors must exercise their 
.judgmeiit, and the work of accounting and of auditing by 
reducing the number of items on stores, property, expense 
and cost aecounls and of those entering into the totals of 
the general accounts. Lastly, it makes possible comparisons 
in p]*ice on standard items between two or more delivciy 
points 01 * belwceii two or more varied delivery conditions or 
methods of purchase. 

The advantages of standardization of specifications to those 
furnishing commodities to governments are no less great. To quote 
from the Year Book of the American Engineering Standards 
Committee for 3926:"^ 

. il [.standardizalion] simplifies munuiacturing 

porcesses; it stabilizes production and employment, since it 
makes it safe for the manufacturer to accumulate slock 
during periods oi’ slack orders, which he cannot safely do 
with an uiistandardizcd ])rocluct; it broadens markets botji 
for tlie producer and for the consumer; it lowers cost to 
the public by making more production possilfie; it enables 
buyer and seller to speak the same language, and makes 
it possible to compel comi)efitivc sellers to do likewise; it 
reduces selling cost; it stimulates research and makes for 
the elimination of antiquated methods and products; and 
by concentration on essentials, and the consequent suppres¬ 
sion of confusing elements intended merely for sales effect, 
it helps to base competition squarely upon efficiency in 
production and distrilnit ion and upon intrinsic merit of pro¬ 
duct. 

Another poinl that should be mentioned in this connection is 
that the preparation of specifications for many articles requires 
a high degree of specialized knowledge and often- the prosecution 
of technical researches and comparative tests. Many services do 
not have the technical personnel and equipment for such work. 
The adoption of the policy of standardization of specifications 
means that this work will be performed by some central agency 

P. 7. 
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acting for all Eubdivisions of a service or all services of a deparl* 
ment or government, the personnel of which is specially recruited 
for such'work and supplied with an adequate equipment for making 
the inquiries required. Standard spccihcations will. thus, be great¬ 
ly superior to those prepared by the .services acting independently. 
This question of centralization of the w^ork of specification W'ill 
receive further consideration when we come to consider the ques¬ 
tion of organization for the handling of supply matters. 

Movement for the Stanrlarclization of SpecifleationA 
in the United States. The value of carefully drafted standard 
specifications has long been recognized by private industry and 
large sums have been spent by the important corporations of the 
country upon their preparation. It is only within comparatively 
recent years, however, that there has been a similar realization by 
governments and serious ciioris have been made to secure such 
standardization. In these efforts the national government has 
taken the lead, and the work nc\v being done by it in this field is 
on a large scale. Almost immediately upon its creation in 1921, 
the Bureau of the Budget appointed a Federal Specification Board, 
to which was entrusted the duly of preparing standard specifica¬ 
tions for all the important classes of articles purchased by the 
government. The Director of the Bureau of Standards was made 
ex officio chairman of this Board, which in performing its duties 
makes use of seventy-six technical committees. Up to June 30, 
192(), the Board had prepared and promulgated 414 specifications, 
the use of wliich is made obligatory by all the services of ihe 
government. In the preparation of these specifications it has had 
the advice and assistance of the American Engineering Standards 
Committee, a body representing practically all of the important 
industrial and technical organizations of the country. Before 
final action, the proposed specifications aic in all classes submitted 
to this committee. 

The work thus done and being done by the national govern¬ 
ment in co-operations with the industrial organizations of the 
country extends far beyond ihe operations of ihe national govern¬ 
ment itself. These specifications arc available to all other govern¬ 
ments and to private industry as well. They, therefore, represent a 
.standardization of specifications foi the entire country which, if not 
used in all cases in precisely the foiuis drafted, are of great assis¬ 
tance to all olh(Br bodies in preparing specifications to meet their 
special needs. On May 25, 1923, a conference of state purchasing 
agents was held at the Deparlmerl of Commeice at Washington at 
which the decision was reached to prepare a directory or encyclo¬ 
pedia of specifications for commodities prepared by all govern¬ 
ments and public institutions, the W’^ork to be done undej auspices 
of the Department of Commeice. 



354 


PRINCIPLES OF PUBLIC ADMINISTRATION 


It will be seen from the foregoing that this work of drafting 
standard specifications is being prosecuted under the most favour*' 
able auspices possible. No other organization, governmental or 
private, has the technical equipment for this work as has the 
national government in its numerous scientific bureaus and agen¬ 
cies. Prosecuting its work as it does in co-operation with private 
agencies, there is assurance that the specifications will be ones 
w^hich not only most nearly represent the need of the purchaser 
but conform to the conditions to be met by the producer. While 
other governments will have to concern themselves with this prob¬ 
lem, they will in all cases have the work of tlie national govern¬ 
ment as a starting point for this work. From the standpoint of 
national economy as well as that of economy in the conduct of 
governments the imporlance of this work cannot be overestimated. 

Procureiiieiit. The next step following that of determining 
supply requirements is that of securing the needed articles. This 
operation is here designated as that of procurement rather than 
purchasing, since it involves a number of factors other than pur¬ 
chasing proper. Analysis of the problem of procurement shows it to 
comprehend the operations of selecting fhe vendor, agreeing upon 
the purchase price, lime and place of delivery and other elements 
of the contract, verifying deltveries for the purpose of determining 
that they correspond in character, quality, and quantity to the 
ones ordered, and of attending to the matters involved in the 
selllemenl and payment of vendor's remuneration claims. In. 
performing these operations the end .sought is, to secure the articles 
specified when and where needed and at the lowest obtainable 
price and to make certain that no collusion exists between the 
vendor and vendee and that all qualified dealers are treated on 
terms of equality. 

It has been stated that the drafting of specifications often in¬ 
volves the exercise of a high degree of technical skill. Special 
skill or at least knowledge, is also required on the part of those 
making the actual purposes. 

With its purchasing program before it, the procurement service 
is confronted with the task of determining current market con¬ 
ditions to the end that it may secure the articles appearing on such 
program to the b3st possible advantage as specific requisitions are 
made upon it. Knowledge of general business conditions is essential 
in order that prices w^hen bid may be properly weighed and that 
a guide may be had as to when it is most advantageous to buy and 
in what quantities. Such knowledge is also essential in order that 
the procurement service may be in a position to advise the manage¬ 
ment regarding the advisability of expanding or curtailing opera¬ 
tion or undertaking new lines of work. 
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Knowledge of specific conditions and tendencies in each field 
of purchase is essential in order that the procurement service may 
handle effectively such iTiatters as the alternative articles available 
to meet requirement needs; their relative merits, prices, etc.; the 
best time to buy and in what quantities; the most advantageous 
conditions as regards deliveries; the best method of purchase, 
whether in the open market or under formal contracts covering 
a longer or shorter period of time; and the conditions to be met in 
respect to transportation, availability of raw materials, labour sup¬ 
ply, etc. In a word, it is one of the distinct duties of a purchasing 
service to familiarize itself with all market and industrial condi¬ 
tions that in any way affect its problem of securing material on 
the most advantageous terms. 

Following this, the purchasing service must give consideration 
to those elements which will lead to effective competition between 
suppliers of material and, consequently, to minimum prices. Here 
the primary consideration to be met is that of harmonizing or 
adjusting the requirement need of the operating departments to 
market conditions. For example, the operating departments may 
formulate their requirements without reference to the character of 
articles commonly produced and in the market. Their spceificalions 
may call for articles not on the market, which will require special 
manufacture, or are made by but a single or a relatively few con¬ 
cerns. Under these conditions effective competition, advantageous 
prices, and prompt delivery will be difficult to secure. A slight 
change in the specifications may result the call for articles equally 
adapted to the needs of the operating department, or reasonably 
so, and which are currently produced by a large number of con¬ 
cerns or which a comparatively large number will be willing to 
undertake to furnish. 

Form the viewpoint of the trade the elements essential to secure 
competition may be broadly slated to be: (1) Specifications suffi¬ 
ciently broad to permit competition on the part of a large number 
of concerns; (2) the preparation of invitation for bids so worded 
as to furnish full information regarding requirements, methods of 
bidding, forms of bids, and basis of awards; (3) elimination, as 
far as is possible, of speculative elements as total quantities desired 
lime and frequency of deliveries, quantities at each delivery, place 
of delivery, the nature of the tests that will be employed in deter¬ 
mining acceptance of deliveries, etc,; (4) the financial standing 
and reputation for fair dealing of, and the promptness with which 
payments are made by, the purchaser; (5) the elimination of 
troublesome detail of tape in bidding, executing purchase agree¬ 
ments, accepting deliveries, and making payment of claims; and 
(G) attractive delivery conditions in respect to quantity and lime 
(tnd consideration given to the dealer’s convenience, 
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The study of these and other collateral elements requires an 
examination of all available sources of supply and conditions exist¬ 
ing in all branches of the trade; retailers, wholesalers, jobbers, 
commission men, and manufacturers or producers. 

Having determined, or had furnished, the purchasing program, 
having assured itself that proper specifications descriptive of the 
articles have been prepared, and having thoroughly studied market 
conditions and the elements entering into the problem of securing 
effective competition on the part of dealers or producers, the pur¬ 
chasing service is then called upon to determine the method that 
shall be employed in making purchases or in inviting bids. Here 
a wide range of choice is open. It can enter the open market or 
purchase by special agreement with an individual dealer; it can 
call for bids from a selected list of dealers; or it can by general 
advertisement invite bids from all desiring to do so. It can hold 
itself free to take such action on such bids as it may desire; or it 
can obligate itself to accept the lowest bid received, or declare 
that its decision will be governed by a number of conciderations. 

Conditions governing this phase of the Julies of a purchasing 
service are radically different in a private undertaking from those 
that obtain in a government. In general, the purchasing service of 
a private undertaking possesses broad powers of discretion in 
respect to the methods that will be employed in making purchases, 
inviting bids, and in making awards. In the case of governments, 
public policy and morality demand that purchasing agents shall 
play no favourites and that all qualified, respectable dealers shall 
have an equal opportunity to furnish goods called for. To ensure 
this practically all governments prescribe by law the procedure to 
be foliowed by purchasing agents. Ordinary provisions are; that, 
when possible, that is, when the articles are not of a proprietary or 
special character to be procured only from certain producers or 
dealers and emergency docs not demand immediate delivery, public 
invitations for bids, through the insertion of notices in newspapers, 
the mailing of invitations, or otherwise, shall be made, that the 
contract shall be awarded to the lowest bidder, or, at least to the 
one offering on the whole the most favourable conditions; that, to 
ensure that this is done, bids shall be opened in the presence of 
the bidders or their representatives if they desire to be present; 
and that the award shall be made by a committee or commission 
of officials. 

Complaint is often made that these several restrictions upon the 
purhasing agents of governments result in an excessive amount 
of red tape, and involve a delay in deliveries often prejudicial to 
the using services, and unduly tie the hands of the agents and 
prevent them from taking advantage of special market conditions 
that are constantly being availed of by purchasers for private 
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concerns. There is often much justification in this claim. The 
whole question of harmonizing discretion and control in this, as 
in many other matters of government operation, is a difficult one. 
It would be quite beyond the scope of the present work to enter 
into a consideration of w'liat precisely should be done by govern¬ 
ments in respect to this matter. All that can be done is to point 
out the existence of this element as one of the factors of the 
government procurement problem.'^ 

Delivery. The matter of deliveries involves a number of points 
worth at least casual mention. In contracting for supplies it is not 
necessary, and often it is inadvisable, to stipulate for the purchase 
of a definite quantity to be delivered on a fixed dale. AH that is 
necessary is to fix approximately the quantity that will probably be 
wanted during a given period and to provide that the supplies shall 
be delivered from time to lime as ordered. This is the system gene¬ 
rally employed by the General Supply Committee of the national 
government, which for many purposes acts as a general contracting 
though not general purchasing, agent for the services at Washing¬ 
ton. The advantages of this practice are that the danger of purchas¬ 
ing in excess of needs is reduced to a minimum and economy is 
realized in storage charges. 

Another point regarding deliveries requiring special attention is 
that of the place of delivery. In general it may be said that delivery 
should be made directly to the using services rather than to the 
procurement services or to a central storehouse. Especially is this 
true of such bulky supplies as coal, lumber, and the like. This is 
desirable in order to avoid the expense and the damage that may 
result to goods through a second handling. Involved in this matter 
is the question of the extent to which it is desirable to carry sup¬ 
plies in stores or to depend upon the making of purchases and 
deliveries from time to time as need arises. This is a point that 
will be further considered in connection with storage and issue. 

Inspection. Far and away the most important consideration in 
connection with the matter of deliveries is that of taking the steps 
necessary to ensure that the deliveries made correspond in char¬ 
acter, quantity, and quality with those ordered. Unless careful 
provision is made for checking deliveries in this way, the door is 
thrown wide open to loss by the government through the failure 
of contractors to live up to their obligations and collusion between 
the contractors and those whose duty it is to receive the goods. 
Where purchases are made on any extended scale, and particularly 

a more exhaustive cousidcratiou of this subjiecti sco Thomas, 

Op, cit. 
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where they are of a technical character, it is often desirable that 
the procurement service shall organize a special inspection service. 
In many cases the quality of the articles delivered can only be 
determined by submitting them to technical tests. Especially is this 
so in regard to engineering materials and military and naval equip¬ 
ment and supplies. At times it is desirable to have this examination 
or inspection made at the place of manufacture and in part during 
the process of manufacture. 

Storage, Issue, and Use. Following the operation of procure¬ 
ment comes that of caring for the material after it is received and 
its issue for use to the operating units as needed by them. This 
operation is usually known as that of warehousing or storing. 

It is evident that economy in respect to material requires that 
due care shall be taken that only articles adapted to the needs of 
the seivice ai e purchased, that purchases shall be restricted to 
actual needs and that such articles as are purchased shall be acquired 
on the most favourable terms and that equal care shall be taken that 
these articles when acquired are protected again:>t lo.ss and are used 
in an economical manner. This means that the goods shall be 
protected against the weather, fire, and other phy.Mcal forces and 
that due precautions shall be taken against loss through misappro¬ 
priation, accumulation of supplies in excess of needs, and ex¬ 
travagance or carelessness in use. Provision must be made in some 
way for the exercise of supervi.5ion and control over units of 
organization having the custody of material prior to its issue to 
the operating units and over the latter in respect to the granting 
of their requests for material and the use of the material furnished. 
Finally, there is need for exact information regarding all supply 
operations, the character and quantities of all articles purchased, 
the quantities on hand any time, the quantities issued to the 
several operating units, etc. In a way, therefore, the problem of 
the storage, issue, and use of material involves the three factors 
of physical custody, control, and information. 

Determination of Articles to be Carried in Stores. As re¬ 
gards the physical custody of material, probably the most important 
question presented is that of the determination of the extent to 
which physical pos.session shall at once be taken of articles pur¬ 
chased, to the end that they may be on hand and available ior 
immediate issue to the using services; in other words, the extent 
to which material shall be carried in stores. 

The advantage of carrying equipment and supplies in stores arc 
manifest. Not only are these articles immediately available for 
issue, but the elements of uncertainty in respect to the ability of 
vendors to meet their engagements and in respect to the securing of 
prompt transportation and delivery are eliminated. On the other 
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hand, the carrying of articles in stores means the additional expense 
of providing storage facilities, the liability of loss through fire, 
water, depreciation, and obsolescence, the purchase of supplies in 
excess of needs, and the extra expense of transportation and 
handling the supplies a second time, once on their receipt and once 
on their issue to the using services. All of these elements of cost 
can be eliminated by providing in the purchase contract that deli¬ 
veries shall be made only as ordered and at the points designated. 
Where delivery is ordered to be made to the using services, the 
system is that known as “direct delivery.*’ 

Due to these conflicting considerations it is important that a 
careful study shall be made of the conditions surrounding the need 
for each article on the procurement program for the purpose of 
determining whether it should be carried in stores or be delivered 
upon order, either at a central warehouse or to the several services 
having need of it. As regards many articles, little difficulty in 
reaching a decision on this point is encountered. Manifestly, the 
system of direct deliveries upon order should be adopted in the 
case of bulky articles, such as coal, lumber, sand, etc., and articles 
of a perishable nature, such as food products. In like manner it is 
generally desirable to carry in those stores non-bulky articles of 
continuous, current consumption, such as stationery and other 
office supplies and to a limited extent, at least, office equipment. 
These are things which it is not desirable that using services should 
stock greatly in excess of their current needs but which should be 
available for immediate delivery. As regards many classes of 
articles, only careful study and practical experience will determine 
what should be done. 

Involved in this matter of storage is also the question of the 
extent to which the operating services shall each carry stocks of 
supplies or depend upon a central storehouse. This is a question 
that will receive consideration in connection with organization and 
procedure and the problem of the exercise of control over both the 
services having charge of stores and the using services. 

Standardization of Contract Forms. Every purchase by a 
government is madeiin pursuance of a contract. In addition, govern¬ 
ments enter into numerous other contracts, the most important of 
which have to do with the execution of public works. These con¬ 
tracts are legal documents of great importance. In addition to 
specifying the articles to be furnished or the work to be done, they 
set forth such requirements as the time of delivery or completion 
of the work, the penalties for failure to comply with conditions, the 
manner of adjusting differences that may arise between the con¬ 
tracting parties, etc. In the past the interpretation of these contracts 
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and the enforcement of their provisions have been a fruitful source 
of contention. In no small degree this has been due to the fact 
that there was no uniformity in the drafting of contracts or in 
interpreting and applying their provisions. Due to this uncertainty, 
to the necessity that government officers were under of rigidly 
standing upon their legal rights even though the circumstances 
might be such as to make it equitable to forego them, and to the 
difficulties that private claimants had in enforcing claims against 
a government, many responsible contractors were unwilling to do 
business with governments, or, when consenting to do so made 
their bids higher than they otherwise would have been in order to 
ensure against possible loss. 

In the adoption of standard specifications, one source of dis¬ 
agreement is reduced to a minimum. To reduce or eliminate other 
sources, it is desirable that there shall be a corresponding standardi¬ 
zation of contract forms. In the national government great atten¬ 
tion has been paid to this matter in recent years and great progress 
has been achieved. One of the important steps taken by the Bureau 
of the Budget, in its efforts to improve the administrative system 
of the government, was the creation in 1921 of an Interdepartmental 
Board of Contracts and Adjustments, with the duty ol drafting 
model standard contract forms for use by all services of the 
government, and prescribing the procedure to be followed in 
the letting of contracts and the enforcement of their provisions. 
In the preparation of these forms and regulations, careful study 
was made of statutory requirements, the decisions of courts, and 
the procedure used in private business. In all cases action was 
taken only after consultation with the various engineering societies 
and private contractors doing business with the government. The 
documents drafted included the contract forms, and those for 
invitations for bids, bids instructions to bidders, bid bonds, and 
performance bonds. The board has also drafted for submission to 
Congress a bill to make uniform the legal provisions governing 
government contracting ^Yh^ch shall replace the provisions now 
scattered in the 225 statutes which prescribe the formalities and 
different methods of procedure to be followed by the various 
departments and establishments making contracts. 

The work of this Board has been of great value in simplifying 
and improving the whole procedure for handling this important 
feature of public administration. It has also effected great econo¬ 
mies through the securing of more favourable bids, the reduction in 
controversies arising under contracts, and the simplification of 
procedure. In all cases, the standardization of specification should, 
therefore, be followed by a similar standardization of contract 
forms and other documents and procedure used in the procurement 
of material or the execution of work for the government by private 
parties. 



CHAPTER XXVI 

ORGANIZATION AND PROCEDURE 

In the foregoing little more has been attempted than a general 
statement, through the means of an analysis, of the problem of 
supply as it confronts government services and the more important 
considerations and principles that should be observed in meeting 
this problem. It is now desired !o consider somewhat more particu¬ 
larly, and yet in a non-technical manner, certain questions of 
organization and procedure involved in meeting these considera¬ 
tions and putting the principles enunciated into practical opera¬ 
tion. 

Examination shows that in any large service the following 
organization units have to do one way or another with the matter 
of supply: 

1. Operating division or subdivision. 

2. Office of general administration. 

3. Supply division. 

4. Procurement service. 

5. Accounting and disbursing office. 

The problem of organization and procedure involves the deter¬ 
mination of the functions or duties of each of these agencies, their 
relations to each other, and the procedure employed in the per¬ 
formance of those functions and the maintenance of the relation¬ 
ships indicated. 

Functions of the Operating Division or Subdivision. The 
functions or duties of the operating division or subdivision are: 
to determine its supply needs, to make known those needs, and to 
use in an economical manner the supplies furnished it. 

In respect to the first of these the desirability has been pointed 
out that each service shall annually make a careful survey of its 
needs during the coming fiscal year. This is necessary, as an essen¬ 
tial step in the formulation of its requests for appropriations, in 
order that the purchasing agent may be given information on which 
to plan his work and that the work of standardizing specifications 
may be effectively prosecuted. This involves taking slock of equip¬ 
ment and supplies on hand as well as a determination of prospective 
needs. The result of this examination should be embodied in a 
••return”, a copy or copies of which should be forwarded to the 
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office of general administralion of the service of which the division 
or subdivision is a part. 

The second step, that of making known its needs, has reference 
to the formulation from day to day of specific requests that it be 
furnished with specified items of equipment or supplies. These 
requests are technically known as ‘‘requisitions/’ and for that reason 
the service making them is usually designated as the ^‘requisitioning 
service.” They are addressed to the supply division, if the service 
maintains such a division, or to the warehouse or stores, but, for 
reasons that will be pointed out, they should be forwarded through 
the office of general administration. 

These requisitions may be in various forms and call for the 
furnishing of different classes of data. They may show the char¬ 
acter and quantity of the articles desired, and the quantity of such 
articles already on hand, the use to which the articles will be put, 
and the estimated cost price. It is beyond the scope of the present 
work to enter into any discussion of the precise character the 
requisition should take. Much will depend upon whether an effort 
is made to operate a system of cost accounts and other factors. 
All that can be done is to point out the general character and pur¬ 
pose of this document. 

As regards the third duly, that of using the equipment and 
supplies in an economical manner, nothing further needs be said 
than that this duty exists and that in certain cases special means 
may be employed for ensuring that it be met. 

Function of the Office of General Administration, ft has 
been pointed out that requisitions for equipment and supplies, 
instead of being sent directly to the division of supplies or 
to the keeper of stores, should be forwarded though the office 
of general administration. This is necessary in order that 
the latter may currently secure information regarding this 
phase of administration and that it may properly exercise 
its function of control. Operating units are concerned each 
with its own work; they have no responsibility for and often 
but little interest in, protecting the general financial interests 
of the service. It is but natural that their tendency should be 
to seek to secure the best character and quality of equipment 
and supplies and in quantities representing a safe margin over their 
real needs. If the general financial interest of the service are to 
be safeguarded and economy in the use of equipment and supplies 
secured, it is imperative that the requisitions as they emanate from 
the operating units shall be passed upon by some officer represent¬ 
ing the Office of General Administration. In the national govern¬ 
ment this officer is usually the chief clerk or the head of the service 
itself. 
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The requisition form usually provides a place for the signature 
of such officer as evidence of his approval of the requisition. If 
the requisition is disapproved or modified* means should be pro¬ 
vided for notifying the requisitioning unit of that fact. After the 
requisition is approved* it is forwarded to the supply division or 
keeper of stores for action. 

Function of the Supply Diviaion. A large amount of unneces¬ 
sary labour would be involved if operating services made requisitions 
on “stores’* only as immediate need arose. It is desirable, there¬ 
fore, that each service* and in some cases important subdivisions 
of a service, shall keep on hand a reasonable quantity of supplies 
of current consumption. The organization unit having charge of this 
stock is usually designated as the supply division, and it is upon it 
that the requisitions of operating units are drawn. It in turn makes 
requisition upon general stores for the replenishing of its stock 
and for special equipment and supplies not carried in its own 
stock. 

A division of this kind has other advantages than that of acting 
as a depot that can furnish supplies more promptly than general 
stores. It furnishes the means for centralizing all work in a service 
having to do with material. Its chief and staff members constitute 
the technical advisers of the service in the matter of determining 
the character of equipment and supplies to be secured, and in the 
preparation of specifications* etc. Us records will furnish the infor¬ 
mation needed regarding stores secured and used, the quantities 
used by the several subdivisions of the service, etc. Finally, if the 
service has its own independent supply service, this division will 
be its procurement service and will have charge of both the pur- 
cha.«e and the custody and issue of supplies. 

Function of the Procurement Service. The function of the 
procurement service overshadows in importance those of all the 
other divisions that have been described. Its duties go to the heart 
of the whole supply problem. Upon the efficiency with which this 
service is organized and operated depends in large part the effi¬ 
ciency with which this branch of administration is performed. 
Analysis shows that its responsibilities have to do with the follow¬ 
ing matters: 

1. Preparation of specifications and contract forms. 

2. Purchasing. 

3. Inspection and checking of deliveries. 

4. Custody and issue of articles carried in stores. 

In respect to the first of these, preparation of specifications and 
contract forms, it can hardly be stated too strongly that responsibi¬ 
lity for the determination of ihe character of equipment and supplies 
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needed rests primarily upon the operating units. An unfortunate 
weakening of responsibility would result if a procurement service 
could dictate to an operating unit the character of material that it 
shall have. To this general statement the following qualifications 
should, however, be made. It has been pointed out how desirable a 
standardization of specifications is. The procurement service is the 
organization acting for all the operating units, and upon it, there¬ 
fore, falls the duty of performing the work involved in securing 
such standardization. This means that that service should con¬ 
sequently scrutinize the drafts of specifications as prepared in the 
rough by ihe requisitioning services with a view to modifying them 
so as to make them conform to standards already adopted. When 
the modification is other than a formal one the matter should 
always be taken up with the requisitioning service, and if an agree¬ 
ment cannot be reached it may be necessary to refer the matter 
to the head of the service for decision. Questions of this character 
will only be frequent during the period in which the problem of 
standardization of specifications is being worked out. Thereafter 
most requisitions will call for articles according to their specifica¬ 
tion code number. Further more, in the preparation of new 
specifications the operating services can often profit by taking 
the advice of expert staff members of the procurement service. 

The elements entering into the operation of purchasing have 
already been described. The only point that it is desired to em¬ 
phasize here is the desirability that this function of purchasing 
shall as far as praticable be completely segregated and placed in 
the hands of a separate procurement service. This is desirable for 
thiee reasons: first it is desirable that those charged with opera¬ 
tions proper shall, as far as possible, be relieved of all collateral 
obligations and responsibilities and be placed in a position where 
they can devote their whole attention and energies to the perform¬ 
ance of their special, technical duties; second, as has been pointed 
out, the operation of purchasing is one involving a high degree of 
special knowledge and skill and should be performed by specialists ; 
and, third, only through the centralization of purchasing can an 
adequate central control over this feature of administration be 
exercised. 

Though the principle to be followed is that of centralization of 
purchasing or procuring, it must be recognised that there are cases 
where it is expedient to depart from it. It is often desirable that 
operating services shall have the authority to purchase certain 
articles of a perishable character, such as food products, for the 
furnishing of which reliance must be had upon local dealers, articles 
required in small quantities to meet unusual emergency needs, and, 
sometimes, articles of a highly special and technical character. 
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MosSt purchasing systems make provision for such cases. Experi¬ 
ence, however, has shown that operating services are prone to 
abuse the power of making purchases conferred upon them. It is 
necessary, therefore, that the regulations permitting such purchases 
shall be so drafted as to reduce the. danger of abuse to a minimum. 
Furthermore, it is desirable that provision shall be made for the 
reporting of all such purchases to the central procurement service 
in order that the latter may have information regarding the trans¬ 
action and that its records may be complete in respect to all articles 
of equipment and supplies procured for the service of which it 
is a part. 

A procurement service has performed only apart of its duties 
when it has entered into contracts for the furnishing of articles 
needed. It still has the obligation of seeing that these contracts are 
lived up to by the vendors and particularly that the articles de¬ 
livered correspond in quantity and quality to those ordered. lo 
meet this obligation it is necessary that the procurement service 
shall organize and operate a special service having for its duty 
the inspection and checking of deliveries. In many cases this means 
that technical equipment and expert personnel will be required in 
order to make the tests required to determine character and quality. 
In part the procurement service will find it desirable to have such 
equipment and personnel under its immediate direction as part 
of its organization. In other cases it will be advantageous to make 
use of the technical equipment and personnel, either of the service 
for whose use the articles to be tested are intended or of other 
technical services of the government. 

When the requirement of the operating services arc of a spe¬ 
cial or technical character, it will be necessary for them, in many 
cases to establish a .special technical section of engineering, research 
design, testing, etc. Full use should be made of such services by 
the procurement service. In the case of the national government, 
use should be made of such services as the Bureau of Standards in 
both the preparation of standard specifications and in the testing 
of articles purchased. Re.spongibility for seeing that this work of 
inspecting and checking deliveries is properly done should belong 
to the procurement service, since until there can be assurance that 
deliveries correspond to purchase orders, vendors’ claims for pay¬ 
ment cannot be certified to the accounting and disbursing office for 
settlement. 

To the extent lo which the piactice is followed of purchasing 
articles in advance of requisitions and carrying them in stores, the 
procurement service is the one that should have the custody of 
such stores and the duty of issuing them in meeting requisitions. 
When the procurement service is a large one it will probably, as 
a matter of internal organization, set up special divisions for the 
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handling of its several classes of work, purchasing, warehousing, 
inspection, etc. 

Supply Documents. In Part IV, dealing with problems of 
finance, it will be pointed out that one essential of a proper finan* 
cial system is the preparation of formal documents giving all 
the data needed tor informational or control purposes regarding 
all transactions of financial character. These documents constitute 
the original records of the transactions to which they relate as dis¬ 
tinguished Iroin the book-keeping and other entries that are made 
from them, to which resort must be made in the conduct of an 
audit or other inquiry where the correctness or justification for any 
such secondary showing is questioned. The purchasing procedure 
of a service must, therefore, provide for the due execution of 
documents which will furnish such a record of all supply operations. 

It is evident that there is room for wide divergence of practice 
in respect to the number, form, manner of execution, and writing 
of these papers. The devising of a proper documentary system 
for the handling of supply matters constitutes one of the iinpor- 
tanl technical problems of this branch of administration. Into 
this problem we cannot here enter further than to indicate in a 
summary way the nature and purpose of the more important 
documents lhal any system of a large service must have. These 
consist of the standard specifications, the requisition, the invitation 
for bids where competitive bids are called for, the bids received, 
the report of the officer or committee making the award determin¬ 
ing the successful bidder, the purchase order through which the 
purchase is actually ordered, the invoice accompanying or separa¬ 
tely forwarded evidencing and describing the shipment, the certifi¬ 
cate of receipt and inspec«ion of the goods as to their quantity and 
quality, the voucher evidencing the completion of the transaction 
and ordering payment, and the check through which payment is 
actually made. It may not be necessary in all cases to have separate 
documents evidencing each of these steps. Indeed, as far as is 
practicable the same document should contain parts permitting of 
the insertion of the several classes of data called foi. What is 
important is that the documents shall furnish a complete written 
record of the transactions and bear all the certificates or signatures 
required to show that this record is a true statement of what has 
been done. 

The documents that have just been described constitute the 
original or primary evidence of the transactions in relation to 
supply, 1 he data therein presented must be currently recorded 
in books or on cards for the purpose of giving information regard¬ 
ing the results of these transactions as they affect financial and 
administrative conditions. Especially is it essential that the divi¬ 
sion of supply and the division of stores of the procurement agency 
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shall maintain records showing the quantity of all articles pur¬ 
chased, received, and issued. It is evident that if this record is 
carefully kept the difference between receipts and issues will reveal 
the quantity on hand. This information which is desirable should 
always be available. At regular intervals of time, and usually as 
often as once a year, this record of stock on hand should be check¬ 
ed through the making of a physical examination or inventory. 
The books of the accounting and disbursing ofSce will of course 
show all disbursements account of the purchase of supplies and 
the corresponding charges to the appropriation or allotment heads. 

Properly Records. Though, as has been stated, our purpose has 
been to consider only those problems of material which deal with 
what is known as supply, a brief mention at least should be made 
of another phase of this branch of administration; that namely, of 
the information that should be possessed by governments regarding 
their fixed property in the form of plant and equipment. Informa¬ 
tion regarding this class of assets is desirable both from the stand¬ 
point of knowing the facilities that the government has for carry* 
ing on its work and from that of control for the purpose of ensur¬ 
ing that such assets are not converted to private use and a duo 
account for them may always be had. 

The best method of securing this information is that of requir¬ 
ing that each operating unit shall maintain an accurate record 
of all fixed property acquired by it or over which it exercises 
jurisdiction, and that it shall annually make a return to the central 
office of the service of which it is a part. Records of this kind 
can best be maintained through the use of cards which will permit 
of a classification of the different classes of fixed assets, and the 
keeping of such records currently revised to date. With such a 
system of record cards, not only will each operating unit have 
readily available information regarding the property of which it 
has custody, its cost, date of acquisition, etc., but the central 
office will also have a knowledge of the plant, equipment, and 
other permanent property of each of the subordinate units over 
which it exercises general direction. On the basis of the informa¬ 
tion, the central office can exercise a control oyer the fixed pro¬ 
perty in the possession of the subordinate units, and determine 
the extent to which approval should be given to requests from those 
subordinate units for additions to plant and equipment. 

As will be pointed out in Part IV dealing with problems of 
financial administration, provision must be made by all govern¬ 
ments for an audit by an independent officer that will ensure that all 
officers having the receipt, custody, or expenditure of moneys duly 
account for all such moneys coming into their possession. It is held 
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by some that such auditors should have the same function of secur¬ 
ing a due accounting for all tangible property coming into the 
possession of administrative officers that they have with respect to 
the receipt, custody, and disbursement of cash. The administrative 
difficulties and expense involved in maintaining such a system are 
so great that this may not be practicable in the case of large 
governmental organizations, though it may be praclicable in the 
case of small and compact organizations such as cit.es and other 
local political subdivisions. It would seem to be quite feasible, 
however, that the requirement should exist that an annual return 
of fixed property should be made to the auditor and that the latter 
should have the authority to verify such returns when conditions 
seem tu render such verification desirable. This would set up a 
strong moral check upon the c dministralive .‘services, enable the 
auditor to investigate cases v.here grounds may exist for the beliel 
that government properly has been made way with or converted 
to an improper use, and give him valuable data regarding the 
value of fixed assets for inclusion in his annual imanoial report. 

In concluding this analysis of the problem', of material or sup- 
ply it is desired again to emphasize that no altempl has been made 
to present anything in the nature of a technical treatise on purchas¬ 
ing, warehousing, or other features ol the supply problem. All 
that has been sought to do is to make known to the student of 
government and the general administrator the elements entering 
into this branch of public administration, the problems that it 
presents and the character of action that must be taken in meeting 
them. Our account, in a word, is intended to do little more than 
offer a general introduction to the subject. 



CHAPTER XXVll 
A CENTRAL SUPPLY SERVICE 

In the preceding chapter we have considered ihc problem of 
supply as it presents itself to a single self-contained service. The 
administrative branch of all governments, except those of petty 
political subdivisions, includes a large number of services. In the 
national government and in certain of the states these services are 
for the most part grouped for general administrative purposes into 
departments. The position has been taken that it is highly desir¬ 
able, from the standpoint of economy and efficiency in administra¬ 
tion, that the function of procurement within each service shall be 
centralized in a single agency. The existence of these several 
services, all constituting integral parts of one administrative sys¬ 
tem, raises the analogous question as to whether it is not advisable 
that this policy of centralization should be carried further so as to 
provide for a central supply service for each department or for 
the government as a whole. The importance of this question is 
such that we have thought it advisable to make it the subject of a 
special chapter. 

Advantages of a Central Supply Service. The arguments in 
favour of the creation of a central procurement service to function 
for all the services of a department or the entire government are, 
it is believed, overwhelming. They may be summarized as 
follows; 

1. The securing of the economy and increased effi¬ 
ciency resulting from the application of the general prinei- 
l)le that work of a definite, technical character can ])c iiiore 
efficiently done by a single adequately equipped and staffi d 
agency than by a number of agencies which, in the iiatuie 
of the case, must be less well equipped and manned. 

2. The increased economy and efficiency in the con¬ 
duct of the several operating services resulting from their 
being relieved O:: the necessity of coiiceriiiiig Ihemselves 
with technical problems of procurement and, Ihus, being 
able to concentrate their attention more wholly upon 1 heir 
special oi)erativc duties. 

JL The opportunity thereby offeied to pul into fuli 
effect the principle of the standaidization of specilicatiOiis 
and contract forms; and, thereby, to reduce to a niinimiim 
the variety of articles of tlie same class used by the govern¬ 
ment. 


im 
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4. The economy resulting from the purchase of articles 
ill large quantities. 

5. The reduction in the quantities of articles that must 
be carried in stores. 

(). The greater efficiency with which the matter of ins- 
pccting and checking deliveries, for the purpose ol* making 
sure that they correspond, in quality, as well as quantity 
to goods ordered, may be handled. 

7. The provision of means through which a centralized 
control over this branch of administration may be exercised 
and infoi-mation regarding the consumption of supplies* 
secured in such a form that accurate comparisons between 
services may be made. 

8. The reduction in the work involved in the examina¬ 
tion, sctllement, and j^ayment of vendors’ claims due to the 
faci that IIk' nuniboi* ol* separate transactions will be dee- 
rensod, 

9. The simplilication oT the prolflcm of prospective 
vendors due to the fact that they will Jiave to deal with a 
single agency whose procedure and j^ractices are uniform 
instead of a number of different offices, no two of which 
may liave the same requirements or carry on their business 
in the same way. 

Any one ol these advantages might be elaborated. Their force, 
however, can, probably be best brought out by a statement of the 
disadvantages and evils characterizing a procurement system 
where no attempt has been made to centralize the performance of 
this function or to set up any adequate means of central control 
over the supply operations. Such a statement was graphically 
made by William A* Pendcrgasl, Comptroller of the City of New 
\ork, in a report prepared in 1913 urging the creation of a 
central agency for the purchase and distribution of the supplies 
needed by the city departments.^ 

There are under the government of the City of New 
ork one hiindrod and twenty different departments, 
bureaus, boards, commissions and offices in the various heads 
of which is vested the power to purchase supplies. When the 
now municipal building in Park Row is fully occupied there 

lEopovt sulnivittiiig plan of propoBed avstem for tlie central purchase 

and distribution of supplies for the City of New York: Together with 
^^oecssary to carry the system into full operation and 
effect, imlmljiig legislative measures to make the plan effective, 
William A, Pendergast, Comptroller, March 15,1913, 
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will be under one roof, no less than forty-eight city purchas¬ 
ing agents, or two on each occupied floor of the building, 
each buying practically the same lines of supplies. 

In no two departments of the city arc the methods and 
customs the same. There is no uniform system of making, 
recording and accounting for purchases. In this jespect 
each department is a law unto itself. No central records are 
maintained showing the relative cost of supplies brought by 
different departments. Each proceeds in utter ignorMnee of 
what the other is doing. There is absolutely no means of 
making the ex])erienee and knowledge .^aetiuired by one 
department of practical value to another. The larger the 
quantity i)Ui’chascd the lower the price is one of the funda¬ 
mental laws of supply and demand recognized in every 
modern purchasing system. Not only do the city’s purchase 
metliods ignore this law, in dividing the gross quantities of 
supplies needed into the smaller quantities required for 
over one hundred dilfcreiit departments, bureaus, boui ds, 
commissions and offices, but, in some of tlic largest purchas¬ 
ing dejiartments, a further division is made of the (luantitics 
needed for bureaus and institutions within a single dejiart- 
ment. The result is that the city is buying at retail, millions 
of dollars worth of supplies annually which it could pur¬ 
chase at wholesale prices, or even less. Tabulations jircpai'ed 
by tlie Cominission on Standardization of Supplies shows a 
remarkable variation between the prices j^aid, under public¬ 
ly advertised contracts, for the same sup])lies by different 
departments, even upon uniform standard sx)Ccificalions. 

One of the greatest and most cost'y evils in the city 's 
methods of jjurcliasing supplies is the abuse of what is 
known as the oi)en maEiet order method. The city charter 
makes it obligatory U])oii all department heads to buy sup- 
])lies upon x)ubli<'ly advertised contracts, but permits pur¬ 
chases, not exceeding $1,000 at any one time upon open 
market order without comi)ct;ition. It is obvious that Ibis 
cliarter i)erinission to procure supplies upon open market 
order was intended to cover only small emergency purchases 
•.. .11 is axiomatic with large commerciai corporations that 
emergency purchases of supplies shall not exceed three per 
cent of the entire expenditure for that puri)osc. That the 
emergency purchases of the City of New York exceed thirty 
])er cent of the whole, is clear evidence that the departments 
arc continually in the habit of splitting supx)ly orders so as 
to bring 0|)eu market orders within llie legal limit of less 
than $1,000 at any one time. 
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Tile enormous iiunilior ol* voYieliers J'or the, payment 
or supplies, wliieli hare to be preiiared find recorded by the 
purchasing departmenis and recorded and paid by the Comp- 
Iroller, due to tlie splitting up of the quantities of supplies 
j)urelnisi‘d 'u])on contract and the flagrant abuse of the 
oiieu-ordcu* method of pusehasing, unne('essarily delays the 
payment oi! bills for supplies piircha>sed by the city. Not 
ojiiy does this delay very considerably increase the cost of 
supplies directly on the prices bid on contracts, but it has 
a v(M’y gieal elVccI in deterring the liest business firms In the 
city iroiii euni])eliug for the city’s business. This is one of 
the principal ]*eas?t)iis wliy irresponsible and high priced 
middlemen are so oi'ten the successful bidders Lor the city’s 
su])])ly oonl]‘acts. 

Function of a Central Supply Service in llespcct to the 
Ilandiing of Surplusage. In the foregoing vve have considered 
the advantages of a central procurement service solely from the 
standpoint of the acquisition or purchase and distribution of new 
articles. A branch of the question of supply having a close relation¬ 
ship to that of procurement is that of the avoidance of the neces¬ 
sity for the purchase of new equipment and additional supplies 
through the utilization of equipment and supplies no longer needed 
by services having possession of such articles and the realization 
of the greatest poi^sible return on supplies no longer suitable for 
use or needed by any service of the goveinment. 

1 he savings that are possible in a government such as that of 
the United Stales in this field run into large figures. Special com¬ 
missions are constantly being created to make special investiga¬ 
tions or to perform other work of a temporary character. During 
the war there was an enormous expansion of the permanent servic¬ 
es and many special war agencies were created. All of these had 
to secure additional or new equipment and supplies on a large 
scale. Much of this equipment and supplies is now available for 
other use. It is understood, for example, that the government now 
has in storage thousands of typewriters. Even under normal con¬ 
ditions, the several services are constantly accumulaling equipment 
and supplies to meet emergency or anticipated iieed-s for which 
idler they do not have need. In the past, and it may be to a con¬ 
siderable extent at the present time, one service will be acquiring 
new equipment and supplies by purchase while another service is 
disposing of precisely the same articles at a sacrifice sale or has 
them lying idle in storage. 

il is evideiiL that a correction of this uneconomic procedure can 
only be had through the organization of some central agency, or 
the entrusting to some central agency already in existence, the 
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duty of acting on behalf of all the services of a department or of 
the government as a whole in respect to the utilization of this 
surplusage. 

This agency can act in two ways: it can limit its activities to 
serving as a clearing house of information regarding surplusage 
available; or, it can serve as an agency having the duty of receiving 
from the several services the physical custody of surplusage and the 
subsequent issue to services having need of it. The second method 
is probably the one which in the long run will be found the more 
advantageous. If this material is brought together and classified, 
it is possible for the services requiring new equipment and supplies 
more easily to make a physical inspection of it for the purpose of 
determining whether articles meeting their needs are to be found 
among it. And this advantage of having surplus equipment and 
supplies turned over to the central agency, even though such 
material may not be transported to a central warehouse, lies in the 
better terms that can be secured for that portion of the surplusage 
which it is found desirable to dispose of through sale to private 
concerns and the simplification of the procedure involved. Almost 
the same precautions against fraud and collusion are required in the 
case of the sale as in the purchase of commodities. When the 
quantity and value of articles to be disposed of are relatively small 
as is apt to be the case where each unit of a service or even each 
service of a department or the government acts independently, it 
is often difficult to secure a purchaser at any reasonable price, and 
the return received scarcely compensates for the trouble involved. 
Furthermore, it is to be noted that the services having the disposal 
of this material are, under present conditions, not interested in 
the financial result of the sale, since the moneys realized are not 
added to their appropriations but are covered into the general 
treasury as miscellaneous receipts. Due to this, they often prefer 
to avoid the trouble of a sale by condemning the material as of no 
value and ordering its destruction. 

These evils would all be corrected by setting up a central agency 
having for its function to receive, store, and reissue surplus equip¬ 
ment and supplies or the final disposal by sale to the public. Due 
to the fact that its sales would be on a relatively large scale, it 
could secure much greater publicity for its offerings. And due to 
the fact that one of its prime functions would be that of the sale 
of government property, it would be under a direct incentive to 
make the best showing possible in the way of cash returns upon 
sales. Incidentally, the several operating services would be greatly 
benefited by being relieved of the responsibility and trouble of 
disposing of their surplus property by sale and of accounting for 
the moneys received. 

48 
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In 1918 a beginning was made towards the creation of the 
General Supply Committee into a service to act as a clearing house 
for surplusage. In his annual report for 1919 the Secretary of 
the Treasury has the following to say regarding what was done in 
this way. 

After the signing of Ihe armistice, it became apparent 
that large quantities of office material, supplies, and equip¬ 
ment would become surplus because of the cessation of war 
activities, and on December 3, 1918, the President, on the 
recommendation of this department, issued an Executive 
order directing that surplus material, supplies, and equip¬ 
ment falling into disuse because of the cessation of war 
activities, or for other reasons, be transferred to the Secre¬ 
tary of the Treasurj’^ for reissue to other Government estab¬ 
lishments through the General Supply Committee. Under 
that order Ihe General Supply Committee functions as a 
clearing house for the executive departments and independent 
establishments of the Government in the district of Columbia, 
in that it takes over all the surplus material, supplies, and 
equipment, classifies, wereliouses, repairs, and reissues it 
from time to time to other governmental establishments as 
their needs arise. In making purchases from available funds 
for needed office material, supplies, and equipment the 
order required the several executive depai’tments and inde¬ 
pendent establishments and the municipal government of 
the District Columbia to buy from the stores of the General 
Supply Committee if the articles were obtainable from 
that source. 

To carry the order into effect, the Congress granted an 
appropriation of $ 100,000 for the remainder of the fiscal 
year 1919 and for the fiscal year 1920, and stipulated that 
the Executive order shall continue in effect until June 30, 
1920, without modification, except that proceeds from the 
transfer of appropriations thereunder shall be covered into 
the Ti^asury as miscellaneous receipts. 

Prom December 10, 1918, to June 30, .1919, there was 
transferred to the General Supply Committee $1,031,948.54 
worth of material, of which $555,195.34 worth was issued. 
That amount includes discounts allowed on account of 
deterioration from use which equalled ISVs per cent. The 
balance chargeable to stores account was, therefore, $476,- 
753.20. The total expense of operation, that is, overhead 
charges, for the period mentioned was $24,297.30, or 4Vio 
per cent of gross sales. 

Section 5 of the act approved July 11, 1919, provided 
that the heads of the several executive departments and 
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other responsible officials, expending appreciations con¬ 
tained in that or any other act, so far as possible, should 
purchase material, supplies, and equipment, when needed 
and funds were available, from other services of the 
Government possessing material, supplies, and equipment 
no longer required because of the cessation of war acti¬ 
vities. 

To carry out that provision of the law, the duties of 
the General Supply Committee were further increased by 
the Executive order of August 27, 1919, by which the 
committee was designated as a central body of information 
with respect to sup])lies, and, as such, to receive reports 
of all surplus material supplies, and equipment available by 
reason of the cessation of war activities in Government 
services throughout the United States. Record of material 
l eported as surplus is maintained in the committee for the 
information of all Gov^ernment dejiartments and establish¬ 
ments. 

There has been transferred to the General Sux)ply 
Committee, under the Executive order of December 3, 1918, 
certain motor equipment, which it is unable to sell to other 
services of the Government. This consists of a number of 
old and badly worn trucks, automobile bodies and motor 
cycles, which it would appear to be to the interest of the 
Government to sell at public auction. It is, therefore, 
recommended that the necessary authority be granted to 
permit the sale of equipment now or hereafter transferred 
to the General Supply Committee, for which there is no 
demand, and the sale of which would be in the interest of 
the Government, and further that, in the case of articles 
purchased at high prices during the war, the committee be 
allowed to transfer them to governmental services at a fair 
market value. 

Function of a Central Supply Service in Respect I > the 
Repair of Et|tiipmeat. Closely allied to this matter of the utili¬ 
zation or disposal of surplusage is that of the repair of equipment. 
Many subdivisions of a service and many services as a whole are not 
of sufficient size to warrant the maintenance of shops for the making 
of current repairs of equipment. Moreover, as in the case of the 
disposal of property by sale, the services often find the trouble of 
securing repairs greater than the return is worth. Equipment is* 
consequently frequently condemned when comparatively slight re¬ 
pairs would make it serviceable. A central agency, on the other 
hand, with its larger operations would find it well worth while to 
inaintain shops to inspect ail equipment received and repair that 
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is found worthy of repairing. Often a little paint or varnish or 
the insertion of a few screws will make an article as good as new. 

If a central service to have charge of the repair of equipment 
and the utilization and disposal of surplusage, such as is here sug¬ 
gested, is to work successfully, certain things are required. In 
the first place, the several operating services should be required, 
at regular intervals of time and at least as often as once a year, 
to make an inventory or survey of equipment and supplies in their 
possession for the purpose of determining the articles for which 
they have no present or prospective need and to turn them over 
to the central surplusage service. Secondly, the surplusage service 
should at once carefully inspect all articles so received and deter¬ 
mine what articles should be repaired, what disposed of by sale, 
and what held for reissue. Those deemed worthy of repair should 
be repaired, those set aside for sale should be sold, and those held 
for reissue, carefully classified and listed. The list should be kept 
revised to date and copies of it furnished from time to time to 
all government services. Thirdly, the operating services should be 
required to resort to this service in satisfying their material needs. 
The law or regulation covering this requirement may take the form 
of making it obligatory upon all services to secure articles needed 
from this service in so far as it can supply them before resorting 
to purchase from outside dealers; or it can content itself with 
making it advantageous for the operating services to acquire articles 
in this way by having the surplusage service charge for articles 
furnished by it at prices representing a material percentage reduc¬ 
tion of the prices of new articles. 

A matter of no little importance involved in this system is that 
of the financial relations that should exist between the central 
surplusage service and the other services. One system would be 
that of giving the surplusage service financial autonomy by provid¬ 
ing for its financing through a revolving fund. Under this system 
the surplusage would in effect purchase from the operating services 
their surplusage, which it would then realize upon by resale to other 
services or to the public. No actual transfer of cash would be re¬ 
quired in such transactions, since the amounts representing the 
value of the articles received would merely be set up on the books 
as credits of the services from which received, against which 
charges would be made for articles supplied. Prices charged should 
be sufficiently higher than those paid to provide a margin from 
which to meet operating expenjes. When pi..rchases were made by 
a service in excess of its credits, the excess would have to be met 
by a transfer from its appropriations for the purchase of the 
articles concerned. Something of a question is presented in respect 
to the treatment of balances of credits standing to the credit of 
the several operating services on the books of the surplusage 
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service, It is believed that the best method of handling them would 
be their cancelling. This would benefit to that extent the revolving 
fund of the surplusage service. Due to this fact, it is probable that 
that service will from time to time have a surplus in its revolving 
fund that can be returned to the general treasury. 

The great advantages of financing the supplies service through a 
revolving fund lies in the clear segregation of the operations of this 
service which have to do with the internal financial accounts of 
the government from those having to do with outside agencies and 
in the rduction of the accounting work of the treasury. 

In conclusion it need hardly be said that if provision is made 
for a central procurement service to serve all the services at Wash¬ 
ington, what is here termed a surplusage service should be made a 
subdivision of that service rather than set up as an independeni 
agency. 

Objections Urged Against a Central Swpply Service. 
Though the arguments in favour of the establishinenl of a central 
supply service are numerous and weighty, it must, nevertheless, be 
recognized that,not only have the operating services of governments 
in many cases strongly opposed the creation of such a service on 
the ground that under that system their freedom in securing the 
kind of supplies needed by them was interfered with and that delay 
would be encountered under the system in getting prompt deliveries, 
but they have also complained that the disadvantages predicted 
by them have actually been experienced where such a centralization 
of the supply function has been encountered. 

The writer has in certain cases examined into the validity of 
these complaints. In most of these cases he has found that there was 
some ground for complaint. In all cases, however, he has found 
that the trouble lay either in the fact that the new system had not 
been in use long enough for the central service to perfect its 
organization and procedure and for the operating services to accus¬ 
tom themselves to the new procurement procedure, or because the 
system established had not been organized and operated upon a 
proper basis. One defect that was especially in evidence was that 
the operating services had not made a suflSciently careful study and 
statement of their material needs. It has already been pointed out 
that it is desirable that each service should undertake the prepara¬ 
tion of its procurement program that is its best estimate, based on 
a special study, of the characlei and amount of all of its material 
needs for the year to follow. This is needed, if for no other reason, 
in connection with its estimate of appropriation needs. In compara¬ 
tively few cases has this been done. Under the old system where 
it could purchase in small lots by open market order, it did not feel 
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the need of doing this, A centralized supply system requires that 
this shall be done, in order that it may know in advance the charac¬ 
ter and quantity of articles that it must contract for or purchase 
and the character and quantity of equipment and supplies that it 
ought to carry in stock. If the operating services will do this in a 
satisfactory manner, it is believed that most of the trouble which 
they now hnd in the central purchasing system will disappear. 

Centralization of Other Supply Services. Up to the present 
time we have considered the problem of supply solely from the 
standpoint of the procurement and distribution of material articles 
of consumption. The word ^‘supply” is, however, susceptible of 
the broader connotation of including services as well as physical 
objects. Used in this larger sense the expression “supply** em¬ 
braces the procurement of personal services, or personnel, the 
execution of printing, engraving, etc., and the provision of housing 
accommodation or quarters. What is of equal significance, most if 
>riot all of the argumenis that have been addressed in favour of the 
centralization of (he work of providing for the supply of material 
objects apply with equal force to the provision of the other services 
that have been mentioned. 

It has already been pointed out in the consideration of the prob¬ 
lem of personnel that in the creation of the Civil Service Commis¬ 
sion the national government has in effect made provision for a 
central supply service for the procurement of personnel. In the 
creation of the Government Printing Office similar provision has 
been made for a central printing supply service. It is within the 
memory of the present writer when many of the administrative 
services of the government had their own printing plants or made 
use of private printing establishments. Few would now question 
the advantages that were secured through the centralization of this 
work in a single plant. 

Only in the past two or three years has any progress been 
made in the direction of the centralization of the function of supply¬ 
ing quarters of the administrative services at Washington. The first 
step in this direction was made by the legislative, executive, 
and judicial appropriation act of March, 1, 1919, which contained 
a section providing for the creation of a permanent commission to 
be known as the Public Buildings Commission, to have full control 
over the allotment of space and utilization of all buildings owned 
or rented for the use of the national government of Washington 
with the exception of two or three specially designated buildings. 
The section providing for this commission reads as follows: 

With a view to the control and allotment of space in 
owned or leased government buildings in the District of 
Columbia, a Public Buildings Commission is hereby created 
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to be composed of two Senators to be appointed by the 
President of the Senate and two Members of the House of 
Representatives to bo appointed by the Speaker, who shall 
serve there only so long as they are Members of Congress, 
and the Superintendent of the Capitol Building and Grounds, 
the officer in charge of public buildings and grounds and 
the Suj)ervising Architect or the Acting Supervising 
Architect of the Treasury during any vacancy in said olfiee. 
Said commission shall elect one of its memT)ers as chair¬ 
man of the commission and is authorized to cmi^loy such 
expert clerical or other services as it ma^^ deem necessary. 
Any vacancies in said commission shall be filled in the same 
inannei* as the original apt^ointments were made. 

Said Commission shall have the absolute control of 
and the allotment of all space in the several public build¬ 
ings owned or buildings leased by the United Slates in the 
District of Columbia, with the exception of the Executive 
Mansion and Office of the President, Capitol Building, 
the Senate and House Office Buildings, the Capitol 
Power Plant, the Buildings under the jurisdiction of the 
regents of the Smithsonian Institution, and the Con¬ 
gressional Library Buildings, and shall from time to time 
assign and allot, for the nse of the several activities of the 
Qovernmenr, all such si>ac.e. 

For expenses of said commission, $10,000 to be 
immediately available and remain available until expended 
and to be j)aid out in vouchers signed by the chairman of 
the commission. 

It will be seen from ihe foregoing that Congress by this pro¬ 
vision created what is in effect a general supply service. Of the 
need for such a service there can be no question. Until it had 
been created there was no general organ whose duty it was to 
settle disputes between the several services of the government in 
respect to the quarters to be occupied by them, or to take those 
steps which were necessary to ensure that the most effective use 
was made of quarters available. One service might be cramped 
for space and the work suffer in consequence while another service 
had more room than it required to meet its legitimate needs. Great 
waste resulted from the fact that services were constantly incur¬ 
ring expenses in securing additional quarters while space under 
the jurisdiction of other ervices was available. The situation, in 
a word, was one which could only be met by the vesting of 
authority in some agency having a general jurisdiction over all 
administrative services to control and allot government quarters. 

Ihe object sought by the creation of the Public Buildings Com¬ 
mission was in every respect praiseworthy. The only question that 
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it is desired to raise here is as to the propriety of vesting this 
control in a congressional agency. There can be no doubt that 
the future of the duties of this commission are of a purely admi¬ 
nistrative character and that in any private undertaking this would 
fall within the scope of the functions of the general manager. As 
pointed out in the consideration of the problems of organization 
it is to be hoped that provision will be made for the reorganization 
of this commission as a distinctly administrative agency. 

Movement for Central Purchasing in the National 
Government. Until the establishment a few years ago of the 
General Supply Committee, which now functions as a service under 
the Treasury Department, all of the evils of decentralized purchas¬ 
ing were markedly in evidence in the national government. This 
committee was first established by Executive order, dated May 13, 
1909, which provided that it should be composed of representatives 
from each of the executive departments and certain other govern¬ 
ment bodies. A year later it was given a statutory status by the 
insertion in the legislative, executive, and judicial appropriation 
act of June 17, 1910, of a section to that effect. This body, it 
should be noted, was not a central supply service in the proper 
acceptation of the term, since its function was limited merely to 
that of contracting with vendors in respect to the prices to be 
charged in furnishing enumerated supplies to the several government 
services. The latter still retains the duty of making purchases and 
attending to all the other work involved in procuring, 
inspecting and storing of supplies and the payment of bills ren¬ 
dered. 

The creation of this committee was, nevertheless, an important 
step. The arguments in favour of more complete centralization 
were so excellently stated by the Secretary of the Treasury in his 
annual report for 1919 that we cannot do better than reproduce 
what he there says regarding this matter. Under the heading 
“Contracting and Purchasing” he writes: 

As the business oi* the Government expands, there is 
an increasing need of centralization under some one 
authority of the great problem of contracting for and pur¬ 
chasing Government supplies. An initial step in this direc¬ 
tion, with respect to contracting for sn])p]ic.s for use pri¬ 
marily by the Government services in Washington, was 
made by the establishment of the General Supply Commit¬ 
tee, but the scope of its work is narrow at best. Within its 
limited field of operations it has accomplished something 
in the reduction of purchase prices, but has left untouched 
the disadvantages to the public service at large which arise 
from a diversification of administrative views as to general 
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and special needs found from a similar diversification in the 
form of the contract obligations assumed under the differ¬ 
ent branches of the service. 

Similarly the establishment of Government fuel yards 
as authorized by the act of July 1,1918, was a slox) in the 
general direction of centralized control to the advantage 
of the public service. But again the field of operations 
was made a limited one and its benefits confined to the 
branches of the Federal service and the municipal govern¬ 
ment in the District of Columbia and immediate vicinity. 

These measures would seem to cover but a fraction of 
the general requirements for central control over contracting 
and jiurchasing. There is no good reason why the field of 
ojierations of a centralized authority of this character should 
be confined to a lesser territory than that marked by national 
boundaries, or why the benefits of organization, business 
judgment and efficient methods should be cmploj^cd only lo¬ 
cally when the need for them is as widespread as the public 
service itself. It is thought that the whole needs of the 
Government in matters of contracting and purchasing, with¬ 
out regard to geographical points at which such needs may 
arise within the continental limits, could be as well, or 
better, served by the establishment of a central machinery 
as can the needs at any given point, such as the District of 
Columbia. 

It cannot be questioned that procuring supplies, includ¬ 
ing contracting for supplies for works of construction and 
manufactured articles or fabricated materials, is a task 
single in its nature, and one which would lend itself to cen¬ 
tral organization X)roperly planned and equix:)X)c.d for its 
purposes, with a x>erinanent chain of depots and warehouses 
for supplying expeditiously the requirements of all head¬ 
quarters and field services. Of nearly equal importance in 
the advantages to be gained are the two questions of im¬ 
proved efficiency at lower operating cost and the securing 
of supplies at lower i)rices. At present, without previous co¬ 
operation, the various branches of the public service are 
competitors among themselves in the markets which they 
seek, and their similar needs often operate to increase prices 
for each other under the general rule of supply and de¬ 
mand. This is an administrative problem of great impor¬ 
tance in the interests of economy and efficiency, and I am 
sure that it will require but a cursory examination of the 
waste and duplication that inevitably must accompany the 
present system to make manifest the desirability for some 
drastic reform along the lines suggested. 

49 
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The view has been advanced from some quarters that 
certain branches of service, whose requirements are special¬ 
ized or highly technical in character, would not obtain 
satisfactory results except through their own personnel. It 
is not seen that this view is tenable upon an analysis of the 
situation. 1 f technical or expert services are available now 
in the various establishments of the Government, the same 
services could be utilized by a central control. The more 
or less centralized machinery brought into operation by 
the necessities of the world war may be cited as an answer 
to objections of this character. In practically all branches 
of the public service dealing with w^ar activities the business 
control of technical equipment and its procurement was 
placed in the hands of others than the technical experts 
whose knowledge was essential to the design and choice of 
the equipment itsel f. Similarly, and more effectively per¬ 
haps, a central business control of procurement and distri¬ 
bution in time of peace can avail itself of expert services 
and technical knowledge whenever found within the Govern¬ 
ment. The fact that business men from civil life were 
called upon in a period of urgent haste to undertake the 
procurement through commercial channels of highly specia¬ 
lized articles of fabrication or manufacture and that their 
efforts were successfully applied with the co-operation of 
the technical experts within the service, is a sufficient indi¬ 
cation that a central business control of procurement is not 
incompatible witli the control by the appropriate branches 
of the character and choice of their technical supplies. 

Aside from the economies to be derived from the appli¬ 
cation of good business judgment to i)urchasing, storing, 
and distributing, the establishment of a central control 
would have an influence of the utmost value in the con¬ 
tractual relations of the Government. Under the present 
divided control these arc lacking in the uniformity which 
should obtain, and for that reason occasion many adjust¬ 
ments by the Treasury in the settlement of legal claims 
which might be avoided under a system of standardization 
of contract forms and management. The prevailing defici¬ 
encies in this respect came into view to an uniireccdentcd 
degree as a result of recent war activities and have served 
to bring the subject into fresh and serious consideration. 
It will be recalled that a condition existed in contract affairs 
which necessitated legislative action for their adjustment 
not wholly within the strictly legal obligations of the 
Government. 
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It will require a trained and a skilful organization, with 
all the facilities necessary for expansions in periods of 
emergency, if like experiences arc to be avoided in the 
future. Under the Urgency of the moment contract forms 
were disregarded in features essential to the interests of the 
Government and in many cases were entirely supplanted 
by informal agreements, written and oral. Form and pro¬ 
cedure imposed by present laws were quite generally disre¬ 
garded, and often were unknown to the officials drawn from 
civil life and charged with the procurement of the supplies 
because of their knowledge of industrial conditions. It is 
obvious that an established and effective central control, 
capable of expanding its facilities as circumstances require, 
would meet emergencies with greater security to the interest 
of the Government and contractors alike. 

In the Government’s everyday affairs, Iiowever, the 
need is just as urgent, and a lack of uniformity in the 
written iiistrnmcnts of contract is not alone responsible for 
the numerous claims against the Treasury. Faulty form 
and lack of standardization are supplemented to the dis¬ 
advantage of the Government and contractors by the un¬ 
certainty and differences of construction rendered by ad¬ 
ministrative ofiicers during the period of fulfilment, by 
unwarranted administrative acts in contravention of expli¬ 
cit terms of contract, both for and against the interests of 
contracting parties, and by fill the many omissions and 
commissions which are due to the absence of a single super¬ 
vision 

It is thought that these and a host of evils not touched 
upon can best be eradicated by combining in one establish¬ 
ment the adeqiiarc authority for contracting and purchasing 
with all needed facilities, and unlimited as to its field of 
operations within the United States. To state it in its simp¬ 
lest form, it is a mere matter of combining in one establish¬ 
ment the classes of business common to all, with proper pro¬ 
vision for specialized needs. It is not open to doubt that 
such action would redound immeasurably to the benefit of the 
public treasury and relieve all branches of the public ser¬ 
vice of a burden of duties not now administered satisfacto¬ 
rily to the disbursing and accounting authorities. Nor is it 
open to doubt that it can be effectively accomplished. 

Something might be said of the advantages which 
would accrue 1o the public interests from measures which 
might be designed to cure specific evils alone, such as requir¬ 
ing as separate coiisidcialitais greater uniformity in contract 
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forms and methods of contracting, a revision of the statutory 
requirements as to advertising and[proposals, and kindred re¬ 
forms, each desirable in itself. But these would leave unsolved 
the really big problem presented by the situation as a whole. 
As has been i)ointed out in the annual report of the Compt¬ 
roller oC the Treasury, the sums involved are large, the 
public interests concerned are vital and far-reaching, the 
administrative and accounting duties are complex and 
burdensome, and the private interests concerned are equally 
imi)ortant, often involving the business success or failure 
of contractors. The contract requiremenls of the.Govern¬ 
ment standing alone constitute almost a department of 
Government in liiemsclves, with theii* own legal and equit¬ 
able considerations, and a muss of laws and court decisions 
surrounding their fulfilment, adjustment and settlement, 
The yiresent moment, with the experiences of the war fresh 
in mijid and much data available for cousideration, wmuld 
seem to be a propitious one for the study of all purchasing 
and contracting needs and the j)roper establishment of 
machinery necessary to an efficient, expeditious, and eco¬ 
nomical fulfilment of those needs for the purposes of both 
ordinary periods and periods of crisis. 

It has been considered wdiether some action might be 
taken by executive authority, iu the absence of legislative 
enactment, to bring purchasing and contracting operations 
as found in the various departmenis and indej^endent 
establishments into some sort of correlation for the entire 
executive branch of the Govcinment, but it is thought 
that the magnitude of task and its intimate contact with all 
agencies of that branch argue for a completeness of control 
and such legal authority for the step as can be granted by 
the Congress alone. 

A proper regard for economical and efficient adminis¬ 
tration, its bearings on the public treasury, and the judg¬ 
ment of competent critics all combine to urge the establish¬ 
ment of sueli an agency as the one proposed. Unlike many 
projects for which consideration is so often asked, it would 
unify and tend to contract rather than expand Hie adminis¬ 
tration of pi'cscnt activities. 

In advance of provision for the centralized control 
of all contracting for and purchasing of supplies for Wash¬ 
ington and the field, as recommended above, it is urgently 
suggested that prompt measures be taken at least to remodel 
and cxjiand tlic functions of the General Supply Committee, 
which at the present time is only an agency of contracting 
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for govemment supplies. In the absence of the suggested 
general legislation, a plan should be evolved under which 
common supplies required for u%e by two or more of ihe 
executive departments or independent establishments of the 
Government in Washington would be contracted for, pur¬ 
chased, stored, and distributed through a single bureau. In 
lieu of the General Supi>ly Committee there should be 
created a bureau of supplies consisting of three divisions, 
one of which should include the present general functions 
of the General Sui^ply Committee, to be known as the divi¬ 
sion of contracts, the second to be known as the division of 
purchases, and the third to include the present Division of 
Property Transfer of the committee and to be known as the 
division of stores. This would require the maintenance of a 
suitable warehouse adequately stocked with all articles in 
common use Tor distribution to the Government service. The 
ability to carry in stock various classes of supplies commonly 
required by the departments would permit the prompt filling 
of all requests and obviate the necessity for open-market 
purchases which, to a great extent, exists at the present 
time. Such a bureau would be able t.o buy supplies at 
opportune seasons and in quantities that undoubtedly w^ould 
greatly reduce the cost.^ 

2The evils resulting from the absence of a central purchasing system 
in the national government were strikingly in evidence during the World 
War. Immediately upon our entrance into the war, tho several services 
of the government, and particularly those of the War and Navy depart¬ 
ments, entered the market for the procurement of equipment and 
supplies to meet their anticipated needs of a large scale. Their demands 
in many cases for exceeded tho supply available. Each service sought 
to secure the largest part possible of the suiiply that was available. 
To do this they bid against each other and thus ran the price up far 
beyond what was justifiable. More, under this system there was 
no assurance that the service most urgently needin.o the article would 
get them, and many cases arose where a service could not get articles 
wanted, while another service had them in excess of their immediate 
needs. What took place is graphically described by Secretary of 
War Baker, in an address before tberCleveland Bar Association on 
March, 29 1921, under the title of ‘‘Some Legal Phases of the War.»» 
In order to drive home the conditions that existed at this time he 
said; ‘‘Let me illustrate further by taking the question of supplies. The 
War Department is normally organized to supply food, cloth, shelter 
and arms to some two or three hundred thousand men. They are 
supplied by a limited number of highly trained and competent men 
who practically go to the market with baskets on their arms and pick 
and choose out of tho bountiful supplies of the country what they 
need for the army. The aggregate purchases are an insignificant 
part of the country's production; but when this vast mobilization 
came the War Department wanted more of everything than the country 
made or had. Instantly the War Department bought every pound of 
wool in the United States and bought every hide of leather. X went 



386 


PRINCIPLES OF PUBLIC ADMINISTRATION 


It will be noted from the foregoing that the Secretary of the 
Treasury goes the extreme limit in recommending that the procure¬ 
ment of all supplies, whether of a general or special character, 
and whether intended lor the services at Washington on the field 
establishments, be centralized in a single service. The present 
writer does not question the desirability of ultimately reaching such 
a system. It is questioned, however, whether it is advisable at once 
to provide for such an organization. The operations of the national 
government are on such a comprehensive scale, the character of 
supplies to be procured is so varied, and the administrative machin¬ 
ery .so large and complex, that it is believed that it may be wiser 
to recognize that the problem has certain phases and to provide 
for these several phases one by one. 

Thus, for example, the problem of supply for the services 
proper at Washington is quite different from that of the supply of 
the hundreds or thousands of field posts or stations scattered 
throughout the United Slates and its insular dependencies. It 
might be well, therefore, to provide first for a central .service to 
act for all the .'services at Wa.shinglon and only extend its opera¬ 
tions to the field establishments after it has .got into working order. 

Again, much can be said in favour of restricting the opera¬ 
tions of the central service at the outset to the civil services. Both 
the War and Navy departments, are organized in such a special 
way, have such special methods of procedure, and make use of 
such distinct classes of supplies that there is a certain advantage in 

down into Ibe l)n80mcnt of tlic War Dopartmpnt one day and c.onld 
not get through tho corridors of that vast building iK'cause they 
were piled to the ceiling with typewriters. T asked^,<Whose are these? and 
was told that tliey belonged to the adjutant general. 1 went to the ad jAi- 
tant general and asked him why he had bouglit so many typwriters, 
and how many he had bought, and he replied, ‘J bought every available 
typwriter in the United States.' I then asked him AvJiy he bought 
them and all he replied, I had not bought them tho surgeon 

genernl would have; or, if the surgeon general had not bought thenb 
the Navy Department would have got them, or the Treasury Depart¬ 
ment. 

^•That IS a very apt picture of what toedv place. Dozens of agencie.s 
connected with the War and Navy and Treasury Departments foresee¬ 
ing tlic expan.si(>n of their work needed more than there was in the 
country of many art'cles, entered the markets, and immediately there 
grew up c<»mpetition between them, and competition between the various 
bureaus in the departments themselves, fierce eompetition and monopo¬ 
listic buying.'' 

Conditions at that time were abnormal, but the foregoing shows 
how little the purchasing systems of the same department were of a 
character calling for proper relations between the several subdivisions of 
that department even in normal times. One great advantage of the 
centralization of the procurraent function would be the setting up of 
machinery that would enable the government efficiently to handle this 
branch of admininstration in time of national danger or abnormal 
demands. 



A CENTRAL SUPPLY SERVICE 


387 


leaving to them complete autonomy. Provision should be made 
for the centralization of the supply function in each of these 
departments. When a similar centralization had been effected in 
the civil branch of the government, consideration could then be 
given to the matter of the consolidation of these three supply 
services or the establishment of proper working relations between 
them. 

A similar question is presented in the case of those services 
which are of a revenue-producing character, such as the postal 
service, the Panama Canal, the Merchant Fleet Corporation, etc. 
Emphasis has been laid in our consideration of problems of organi¬ 
zation upon the desirability of giving to each of these services the 
greatest possible administrative and financial autonomy. At the 
start, at least, efforts should be directed toward the giving to each 
of these services an efficient central supply service. After that 
is done, the matter of effecting a union with the central supply 
service for the other civil seivices or the establishment of proper 
working relations between them may be given consideration. 

Finally, it may be well in organizing a central supply service, 
to recognize the distinction between the procurement of the ordi¬ 
nary equipment and supplies needed by all services and the special 
equipment and supplies needed by particular services. The writer 
has specially in mind such articles as building material and other 
engineering supplies, military and naval equipment, and scientific 
apparatus when needed on a large scale. All of these articles 
can be effectively procured by a central supply service. Their 
procurement, however, gives rise to special questions, and it is in 
respect to them that the greatest objection to a central system is 
manifested by operating services. It might be the part of wisdom 
not to cover their procurement under the central system until the 
efficiency of that system in respect to the procurement of other 
supplies had been demonstrated. ‘ 

Movement for Central PurehaBing in the States and 
Cities. In the stales and cities the movement for the establish¬ 
ment of central purchasing system has proceeded with great 
rapidity during the past few years. In 1924 it was reported that 
thirty-six or three-fourths of the stales, 172 cities, and fifty-two 
countries had created central purchasing agencies. With a com¬ 
paratively few exceptions, this action was taken since 1900 and 
for the most part since 1910. There has been only one case where 
the system once estabhshed has been abandoned. In some cases 

f^ltussol] Vorbes, Centralized Purchasing in Governments of United 
States and Canada. American Academy of Political and Social Science. 
Annalsy May, 1924. 
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the central purchasing ageney has been an independent office. In 
most cases, however^ it has been a bureau or subordinate agency 
in one of the administrative departments. In many instances the 
creation of these agencies has been a part of the general organiza¬ 
tion of the administrative system of the states. 
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CHAPTER XXVIII 


GENERAL ANALYSIS OF THE PROBLEM OF 
FINANCIAL ADMINISTRATION 

Of the several factors entering into the problem of efficient 
government, none is of greater importance than that of financial 
administration. A large part, probably more than half, of the time 
of the legislative branch is given over to a consideration of finan¬ 
cial measures; of what revenues shall be raised, how they shall be 
collected, cared for, and disbursed, and what provision shall be 
made for meeting the expenditure needs of the government and 
the conditions to be observed in making such expenditures. On the 
administrative side, there is scarcely an act of government that 
does not have its financial aspect. I he fact that an accurate record, 
susceptible of verification, must be kept of every penny of income 
due to government and collected and of every penny expended, 
means that practically every act of government must be reflected 
in the financial records. The records constitute at once the most 
important instrument of control over the fidelity and efficiency 
with which government officers perform their duties, the means of 
affording information regarding operations, and the basis for 
determining future needs of the government. In addition, special 
administrative services must be created and maintained for the 
collection of the revenues, the custody of funds, the settlement of 
claims, the disbursement of moneys, the keeping of the accounts, 
and the audit of such accounts in order to determine their accuracy 
and legality. It is hardly going loo far to say that the government 
which has worked out and is employing a satisfactory system of 
financial administration has gone a long way toward putting the 
administration of its affairs upon an efficient basis; and conversely 
that the government which has not done so cannot possibly have 
that economical and effective management of its affairs to which 
its citizens are entitled. 

Political Aspects of Ilie Problem of Financial Adminis¬ 
tration. Like most governmental problems, that of financial ad¬ 
ministration must be viewed from two standpoints, political and 
technical. In its political aspects the problem devising and operating 
a proper system for the conduct of the financial affairs of a govern¬ 
ment at once raises that most fundamental of all political questions, 
the location of powers and the manner of their exercise. Stated 
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^foore concretely, it involves such important considerations as: the 
relative parts that shall be played by the legislative and executive 
branches in the formulation and adoption of financial policies; 
where shall rest the primary responsibility for the initiation of 
revenue and expenditure proposals; the weight that shall be given 
to such proposals, when formulated by the legislature in reaching 
final determination in respect to them, the extent to which the 
legislature shall delegate the exercise of its powers to subordinate 
agencies, and the means of control that shall be set up by the 
former to ensure faithful compliance on the part of the latter with 
all orders given to it. In its technical aspects the problem has to 
do with the scores of practical questions involved in determining 
the organization, form and methods of procedure to be employed 
/in putting policies into execution after they are adopted. 

It is impossible for anyone interested in the subject to secure 
either a comprehensive idea of the problem of financial adminis¬ 
tration of a government, as a problem, or of the actual system 
of any particular government without giving consideration to both 
of these phases. Particularly is this so if one, as in the present 
case, is making his study from the standpoint of seeking to deter¬ 
mine those principles and practices which should obtain in order 
to secure an efficient and economical administration of public 
affairs. No system of financial administration can give satisfactory 
results in practice unless it meets the requirements of the situation 
from both these standpoints. It is our intention, therefore, to 
consider the system of financial administration from both of these 
points of view. Since the former deals with fundamental principles, 
first consideration should be given to it. 

As is well known, the struggle for popular government has, 
historically at least, centred largely around the question of the 
control of the purse. A full consideration of the problem of finan¬ 
cial administration, viewed from the political standpoint, might 
thus seem to invite an examination of the whole field of constitu¬ 
tional government. We have, however, no intention of yielding to 
any such temptation. All that will here be attempted is to examine 
the question from the purely practical standpoint of the organs of 
government that must co-operate in the administration of financial 
affairs and the duties that must be performed by each. 

The Function of Planning. Viewed from the political stand¬ 
point, the problem of financial administration comprehends four 
operations: pl aiin ing. determining, exec ut ing, and controlling. 
Each of these willbe considereST in turn. 

V^y planning is meant formulating a program to provide for 
the future financial needs of the government. As such a program, 
if it is to be of value, must take into account past operations an^j 
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present conditions as well as future needs, it should cover the work 
of seeming and presenting in propcrfdrm complete and detailed 
information regarding financial transactions in the past and present 
treasury conditions,^ as well as estimates of future revenue and 
expenditure nee^ It should embrace, in a word, the assembling 
and presenting the data required in order that the organ having 
the responsibility for making decisio ns in respect to what shall be 
done may perform that function in an intelligent mapn er, , In a 
small enterprise under the direct management of its onwer, the 
work of formulating and adopting plans Q.onstitutes but a single 
operation. Where the undertaking is on a large scale and where 
provision made for separate organs of direction and execution,. 
such as obtain in the case of corporations and governments, it is 
necessary to distinguish between the two ^eps of formulating plans^ 
and of tailing action upon them^^ 

The first of these t wo function s clearly devolves upon the 
adm inistrative brajich^ since it alone is in possession of the facts 
which must be taken into consideration if an intelligent decision is 
to be made. The necessity for formulating a definite financial and 
work program is far greater in a government than in any ordinary 
industrial or commercial undertaking, no matter how large and 
varied may be the scope of its operations. This arises from the 
differences between a government and a*' private enterpiise in 
respect to the objects they have in view and the manner in which 
the funds for their attainment must be secured. A private enterprise 
has in view the production of a tangible product or the perform¬ 
ance of a tangible service which has a commercial value through 
the realization upon which it expects to secure a return in excess 
of all expenditures which will be available for distribution to its 
owners and operators in the form of interest and profits. Generally 
speaEing, the more extended its operations and the larger the 
volume of its business, the greater will be the sum thus available 
for distribution, burthermore, the relation between its expenditures * 
and its income is direct one, in that the latter is the direct result 
of the former and normally varies with it A government, on the 
other hand, has no such product in vieV, except in the case of 
certain special services, and even here the approved policy is that 
such*services shall, as far as is feasible, be operated at cost. The 
greater part of its activities result in no return of a directfy remu¬ 
nerative character. Only in exceptional cases is there any organic 
connection between expenditures and income. Finally, the field of 
its activities is not restricted and defined as is the case in most 
private undertakings for profit. There is almost no limit to its 
possible operations. Nor are there ascertainable limits to which 
it can go in raising funds for their conduct. 
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It is evident that, under these conditions, a government has a 
problem of determining what its activital and financial program 
shall be, quite unlike, and ol far greater importance and complexity 
than, that confronting a private undertaking for profit. The two 
sides of its accounts will not tend automatically to balance or to 
show an excess of income over outgo. It has at once to consider 
the two independently and in conjunction with each other, inde¬ 
pendently in the sense that each item ot income and e xpenditure 
m ust be considered on fts own merits, and conjointly in th at sooner 
or later the two must be brought into balan^ 

This problem a government may approach either from its income 
or its expenditure side. It may determine first how large a total 
revenue it desires to raise and then how this total shall be ex¬ 
pended; or, it may determine first its expenditures and then pro¬ 
ceed to lake the action required to secure the funds necessary for 
meeting thpni. Whatever the method employed it should, and ulti- 
*mately must, consider the two totals in riieir relations to each other. 

There are few, if any, governments which do not recognize this 
obligalion on the part of the administrative branch to make known 
what in it.« opinion are the financial needs of the government. In 
the national government it finds expression in the provision of the 
constitution that the President “shall from lime to lime give to 
Congress information of the stale of the union and recommend to 
iheii consideration such measures as he shall judge necessary and 
expedient.** There is, however, a vast difference between govern¬ 
ments in respect to the provisions which they have, made for the 
effective performance of this function. As will be later pointed out 
in the chapter dealing with the budget as the central instrument of 
financial administration, t he only effective means by which the 
administration may formulaic and make known its Sna nci^ and 
wo rk program is t hrough the preparation of a do cument known 
as a budget,Which will set forth by me ans of balanced sta tements 
th^ condition oT the public tixasury, reve nues and e xpend itures in 
the past, the expenditu res which, in the gpinioa j)f th e administra- 
t Lon» sliould be authorize^-Lor the fu tiirp. iin d the means t hrough 
v ^icb these expenditures should be financed^ 1 hough this is now 
generally recognized by students of politics and finance, it is only 
within the past few years that our governments, national, slate and 
municipal, have made a beginning toward working out the pro¬ 
blems involved in the use of such a document. Due to this, the 
problems of budgetary reform will receive especially careful atten¬ 
tion in the chapters that follow. 

The Funlion of Determining.''^''^ “determining** is meant the 
operation of con sidering the information fu rnis hed bv the adminis- 
tration, of reac hing ^(^sjpns in respe ct to what shall bg^^one to 
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meet the needs of the government as thus revealed and of embodj^ 
ing such decisio ns in formal a uthorizati ons and orders. If it is 
clear that the fun ction of planning re sts with the executive it is 
noJess clear t hat tTiait of determini^' resTs witlT th e legislative 
b ranch Ip all p opular go vernments, the legislature constilutes the 
polic y^determining b rancK^TllTr governments. It, and it alone has 
the function of d^etermining.^tliin constTtjutional limitatiq^s, what 
w ork shal l be undertaken, how the government shaU be organized 
for the performance of this wo rk^ what revenues ^hall be rajg^d. 
how these revenues sh all be collecte d^ cared Jorj_ an^ disbursed, 
wha t funds shalL Jie^ granted for meeting the expenditures enI ailed 
by the work author ized, the conditions and limitations that shall 
govern in the expenditure of these funds, and the manner in which 
their expenditure shall be accounted for. 'Certainly this is true of 
our own government. It finds expression in the provisions of the 
national constitution that “all legislative powers herein granted 
shall be vested in a Congress of the United States.^’ and that “no 
money shall be drawn from the treasury but in consequence of 
appropriation made by law.” 

In making this statement it is necessary to distinguish between 

th e possession .o^f authori ty and its exercis e.. The fact that the 

legislature, in the case of popular governments, has this deter¬ 
mining* function does not necessarily mean that it must itself 
exercislfe it to the last item of specification. In reaching its deter¬ 
minations it not onj y may, but should, be guided largely by jhe 
advic e And recomm^ dati gns that ^W"Treeh“ formulated by the , 
execuUyy! It also. In giviftg its orders for the future, should not 
attempt to d etcrniine action in detail, but should leave a large 
measure of discretion to th e exec utive ofticers in car rying i nto effect 
the orders given to tlie in. t his delegation of the exercise of power 
may te niade directly to the officers having the several activities in 
charge or to be ve^ed in a spe cial organ of adm inistrattve discre- 
i jpn and c oulxolt su ch as the Bntisli Treasury, or such as "our own 
government where large pow^s ol administrative discretion are 
vested in the hands of the chief executive. The fact that powers 
of direction in respect to details are vested in the hands of execu¬ 
tive sSf ers should not, however, obscureTTie TacT thal s^^^^ powers 
are purely de legated po wers and that such officers are acting but 
as agents of the legislative branch. 

Another phase of the function of determin ing the financial and 
work jafQgram is th at of the organisation an3 orocn duin-iised .bv 
the legislative branch in performin g this part of its d uties. Here 
again* dur governments have only recently begun to adopt the 
means through which they may perform this duly in a satisfactory 
manner. 
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This matter of the extent to which the legislature^ though pos¬ 
sessing the power of determination should be guided by the execu¬ 
tive in its exercise, and should delegate to the latter authority 
to make decisions with respect to details and the character of orga¬ 
nization ; and the rules of procedure that it should employ in deter¬ 
mining the governmenfs financial program, constitute two of the 
most important questions to be solved in the organization of any 
system of financial administration. The extent to which they are 
satisfactorily solved determines in no small degree the efficiency of 
the system that results. They will, therefore, receive full considera¬ 
tion in the chapter dealing with legislative action upon the budget. 

The Function of Execution. By “execution” is meant the 
operation of carrying out the orders that have been issued. This 
operation covers all the varied work that has to b e done in orga¬ 
n izing services , s electing and directing their person nel, and g ene¬ 
rally performing tbe duties which are usually embraced und^r the 
designation of administration. Th at this functio n is one that per¬ 
tains exclusively to t he administrative branch , need hardly be 
mentioned. In per forming this functio n, this j ^raheh acts as jhe 
ag ent of the legislative branch It i s Its “iJuty to carr y out^lhe 
orders given to itlby the latter, and is j;esponsibre to the latter for 
thfe manner in which it d oes so. This responsibilityTrof two kinds: 
jihe fidSllTy with wilidi it exeLUfces all orders and accounts for all 
/moneys received or disbursed; and, the economy and efficiency 
[displayed in performing the work to be done. With respect to the 
latter, a wide variation in practice is possible. This function has to 
do with financial administration proper and its consideration will 
consequently be made the subject of most of the chapters that 
follow. 

The Function of Supervision and Control. By “supervis¬ 
ing and controlling” is mea nt the operation.of taking the a ction re- 
q uired i n or der that th e Doliev-d etermining b ody mav assure itself 
of .faithful compliance with all orders given bv i t. A b ody 
hav ing the responsibility for the reaching of decisions' and the 
issuing of orders has performed only a part of its duties when 
it Jias issued itsirders, It still has the obligation of , assuring itself 
that those Lodies lo whom the execution of the orders is given 
perform their duties in a faithful and a satisfactory manner. This 
is necessary in order that such executing" agents rn ay be subject to 
pr oper co ntrol and that th^ody given tl\e orders may have the 
inf^rm^on n eeded by it ^in passing upomproposals for future 
actid^ \n no VasesTs this obligation more imperative than where 
thg work lo be done involves the handli ng of funds on a large 
scale. ^ 
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The function of supervision and control is, thus , one be longing 
to the legislative branch. The only questions presented in respeef 
to it have to^o""with the means that should be employed in dis¬ 
charging this obligation. These means consist of the requirement 
that all .idministratiyejDi£cei;s shall keep an accuiale^and detai led 
record of ihelF^acts* and particularly lliose having to do witli 
llic iecci[)U cu,^dy * and dii-bur'^cmenl of money, liial they shall 
make known the character of such acts ihroinjh suiiabio reports, 
and that th e rep orts so ren dere d shall be subje ct to cxarnjnaliori 
ior the purpose of determimngl Tieir accurajcv, T eLvJiiv . a n3 m sl.ifi- 
calion. l^iairi as™ tTiis duty of the Icgi'^lalive branch, ii is one that 
is perfoi iued with probably the least efficiency ol ariy branch of 
rinancial administration. It will accordingly receive especially care¬ 
ful consi.leralion in the pages that follow, 

Geiiorai OhservulioiiH. fhe foregoing analysis is of vrdue not 
increhy in making known the general naturo ol ihe elements in¬ 
volved in organizing a system of financial adininistiaiion. It 
dislinguislies the factors that must l.‘c taken into consideration in 
making a dccisimi regaicling the purely polidcal ciic; ‘ions involved 
in dclcnnliiing the branch of government to which ll\e perfonnance 
of each of these operations should be entrusted. 1 oi lunalely, an 
examination of this element of ouv pioblcrn doC' not require any 
detailed .study of the vexed question of the di li ibulion oi i^ovcin- 
mental powers. This is due to the fact that there is now an almost 
complete unanimity of opinion on ibe pail of siudenis of govern¬ 
ment in re.spect to wheie the authority for ihe exercising of lhe.se 
several functions should be vehled. Ibis arises from the very 
nature of popular government and the neces.'^ities ol the eftici^nt 
conduct of any large undertaking. 1 hough llic principles involved 
may be said to be fairly well estrAblislied, they arc not always 
adhered to in practice. It is thus, one of our most iiiiporlant tasks 
to point out wherein American practice fails to conform to correct 
principles, or conforming to them in theory, fails to lake the necesi^* 
sary action to make them effective in practice, 
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CHAPTER XXIX 

THE BUDGET AS THE CENTRAL INSTRUMENT OF 
FINANCIAL ADMINISTRATION^ 

In the preceding chapter it has been pointed out tijat the piobicm 
of financial adminiatratioii of a government, viewed in its largest 
aspects, embraces ihe four major operations of planning, dcleirnin- 
ing, executing, and supervising and controlling. To stale this in 
another way, the administration of the financial affaire; of a govern¬ 
ment involves a continuous chain of operations, the several links 
of which are: (1) Estimates of revenue and expenditure needs; 
(2) revenue and expenditure acts: (3) accounts; (4) audit; and 
(5) reports. An estimate is first made of the expenditures that 
will be equired for the due conduct of governmental affairs daring 
a fixed period, this period being almost universally fixed at one 
year, together with a statement as to the manner in which it is 
proposed that the money to meet these expenditures shall be rai.sed. 
On the basis of this estimate, revenue and appropriulion acts are 
passed giving legal authority for taking the action delcrmined upon. 
Following this, the operating services open up revenue and ajrpro- 
priation accounts corresponding to the items of the revenue and 
appropriation act?. I he data recorded in these accounts are then 
subject to the examination and scrutiny by the auditing and account¬ 
ing department for the purpose of ensuring that they are accurately 
made, that they correspond lo the real facts and represent a full 
compliance with all provision.s of law. The information furnished 
by these accounts is then summarized for the period lo which they 
relate and is given publicity in the form of reports. Finally on the 
basis of the data thus secured, new estimates lor the next year are 
made and the circuit is begun again. 

Nature and Functions of a Budget. In this chain of operations 
the budget finds its place as the instrument through which these 
several operations are correlated, cornpared one with the other and 
brought under examination at one and the same time. Ihe budget 

■ III the |>iep:n:ilion of IJils and subsequent ehapters the writer has 
drawn largely upon his ]nevioiis volumes: “The Problem of .n N.itiomil 
Budget,J.yiS; “'rjio Movement for Budgetary tleforni in tJie 8(;afe.s,'’ 
jyi-S; and ‘‘The National Budget tSystem: with sugge.st ions for Its 
Iinproveiiieiil, ’ ’ iy27; lustitulc for Government Keseareh, Studies in 
Administration. Jusome eases the language of these works has been 
closely followed^ thoughj due to minor changes, such use has not in all 
cases been indicated by quotation niarke, 
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thus, IS something much more than a mere estimate of revenues and 
expenditures. It is, or should be, at once a report, an estimate, 
and a proposal. It is. or should be the document through which 
the chief executive, as the authority responsible for the actual con¬ 
duct of governmental affairs, comes before the fund-raising and 
fund granting authority and makes full report regarding the 
manner in which he and his subordinates have administered affairs 
during the last completed year; in which he exhibits the present 
condition of the public treasury; and on the basis of such informa¬ 
tion, sets forth his program ol work for the year to come and the 
manner in which he proposes that such work shall be financed. The 
most important fealure of a budget is that it shall be all-comprehen¬ 
sive. It must bring together in one consolidated statement all the 
facts regarding the expenditures of the government, past and 
prospective, and the revenues and the financial condition of the 
treasury. Ihese facts, moreover, must be presented by means of 
balanced statements so that the relations between past action and 
proposals lor the future, between revenues and expenditures and 
between resources and obligations may be clearly seen. 

Care has been taken fully to set forth the nature and function of 
the budget as an instrument of financial administration, since, 
great as is the amount of study that has for years been given to the 
question of the budget in foreign countries, and extensively as the 
question has been discussed in recent years in this country, only 
in exceptional cases has there been an appreciation of the true 
character of this instrument and the function that it should per¬ 
form. To some of the numerous writers on the subject a budget 
is a mere statement of estimated revenues and expenditure. Others 
make it synonymous with a revenue and appropriation act. The 
former conception is most commonly found in the writings of 
American commentators, while the latter, springing naturally from 
the close relation between the estimates and the legislative acts 
under European parliamentary systems, is to be found most clearly 
in those of European writers, particularly the French. Thus 
Leroy Beaulieu writes : “A budget is a statement of the estimated 
receipts and expenses during a fixed penoT a comparative 

tabic giving the amounts of the receipts to be realised and of the 
expenses to be incurred ; it is, furlHermore, an authorization or a 
command given by the proper authorities to incur the expenses and 
to collect the revenues.’’ Rene Slourm defines a budget to be 
“a document containing a preiiminaiy approved plan of public 
reveinues and exjpehdilure,” while G. Jeze describes a budget as 
*^a forest and ah estimate of all the public receipts and expenses 
and, for certain expenses and receipts, ah aulhorizatioii to incur 
them and to collect them.*’ 
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Ihcsc definitions show little conception the writers had of 
the modern conception o\ a budget and the role that it should play 
in fuiaiicial administration. ParticLilarly are they defective in fail¬ 
ing to appreciate that a budget siwnilc! present facts regarding past 
operation and present conditions as well as proposals for the 
future arivd in faili'jg to show the im|>orlatit distinction between a 
budget whicli lepiesenis the ac! of the idmiriislration, and revenue 
and apprtjprialicm acts wh:c!i rep:e'c?il the act of the legislature. 
Ihe latter di.^tiDctiori is one of sucli importance that special con¬ 
sideration is given io in the cha{>ler dealing with the form and 
content of a budget. 

Three Phases of alliid.7;el Sy stem. Another distinction that 
is of importance is that between a budget and a budget sy.'lcm. A 
budget is but a document : a bu Jgcl sy.-.lem is one that makes use 
or a budgci as the central in: Iruiacnt o! liriancial administration. 
Viewing the pioldc:n from the lallci slaridpoiijt, i? will be found 
that a budget ryslcm embraces iluec distinct pha^e:? : (l)The 
formulation of ihe buchget which comprehends two features—the 
authority by whom tiie budget liioulcJ be lonmiiafed and the char¬ 
acter of iis content : (2) action upon the budget which lakes the 

fonii ol adopting its rccuinmendalions in whole or in part througli 
the passage ol icvcnuc and appropiiation act and ( ',}) execution 
of the budgvi, or to .s;>eak more accurately, the pulling inio effect 
of the providons <A the revenue and apprupriation acts. This 
dislinclion between ihc three phases of a budget system of irnpor 
lance, dnee each phase li ts its special problems, and it may well 
happen tlial a government hes a budget system lha': is thoroughly 
satisfactory in respect to one phase and radically defective in 
respect to one or both of the other phases. 

Movenienl fur llic Adoplioii of a Biicigef System in the 
Unilcci Slates. Ah hough there is now a practical unanimily of 
opinion that a weil-direcled budget system is an essential ol proper 
financial adminislralion of any government body, it is only within 
the past twenty or twenty-five years that there has been appreciation 
of this fad and that actual steps have been taken by American 
governments for the adopti in of such a system. To the bureau of 
Municipal Research in the City of New York, under the leadership 
of Dr. Frederick A. Cleveland, belongs the credit ol inaugurating 
the movement foi the ad plion of hi> device. Immediately upon its 
organization, this bureau conccnlraled its attention upon the im¬ 
provement of tlie system of financial administration of New York 
City and found in the creation of a proper budget system the chief 
means by which this improvement was to be brought about. Its 
report on “Making a Municipal Budget.” published in 1907, had 
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great influence not only in New York City but in the country 
generally. 

In 19 i 0 was c) ealcd the Pi-;^siderilCommission on Economy 
and Efficiency, of which Dr, Clevcl .uid was made chairmaru and the 
present writer one of the uiher tour me*nbev.s. Tins Commission, 
which functioned dui tlie year; 1 9 10-191 o, while urging many 
other changes in org ini7.al!on and pioced u e, at once reached the 
conclusion that much the most importaril improvement to be made 
in die organization and procedure oi the government lay in a 
thorougli recasting ol the whole system lor determining and 
making provision lor its financial needs. Il look the position, 
which was endorsed by the Prc-ideni, that no really worthwhile 
improvement in the conduct of the governmeitl could be accom- 
plislied until :l adopted a budget system following in principle those 
that were employe-i by leading nations such as Great Britain and 
to a certain crclenl by certain ol die slates and cities ol the United 
Stales. The Commission accordingly devoted a great deal of 
attention to diis subject an:! prepafed lu/o reports in lelalion to it 
which weu; tiansmilled to Congres;:, by the President and published 
as public docunients. 1 he first of these, enfillcd “ihc Need for a 
National .Budget, ' gave an account of the existing unsalisfaclory 
condition in respect to the matter of gelling before Congress the 
financial needs ol the .g.ivernmerU, f)o*nled out how these conditions 
could only b:; remedied by the adoption cl a properly devised budget 
system, and set f .rth tlie character ol the budget systern. provision 
for which, in its opinion, should be made. The second volume, 
entitled “iVies .age of the President of the United Stales Submitting 
for the Consideraiion of the Congress a Budget with Supporting 
Memoranda and Rcpoils,'’ had lor its purpose to present the 
estimates for 1914 in l!ie form of a budget, to the end that 
Congress might see the cliaracler of iiiformali n that would be 
furnished by a budget properly constructed. 

While no immediate action followed the production of lliese 
reports, they had a great effect in bringing to the attention of 
the public the importance of budgetary reform not only in the 
case of the national government but in that of all government 
bodies. 

The Institute for Government Research, which had been created 
in made the promotion of this reform one of its chief activi¬ 

ties. As a iieceifsaiy basis for its consideration of the problem, it 
made a careful study ol the budgetary systems of the leading 
nations of Europe and of those stales which had adopted a budget 
system. The lesulls of tl.ese studies were published in part in 
four volumes in its series. Studies in Administration, under the 
titles of “The System of Financial Adinlnistralion of Great 
Britain,*’“The Budget, by Rene Stoiirm: A Translation,** The 
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Canadian Budgetary System,” and “The Movement for Budgetary 
Reform in the States.” The first of these volumes, which repre¬ 
sented a study made on the spot by the Director of the Institute 
for Government Research in collaboration with two colleagues, 
was of special value as it gave the results of a personal investiga¬ 
tion of the character and practical workings of what was recog¬ 
nized as the most highly developed and successful budget system 
then in existence. Following the appearance of these volumes, 
the Institute published a fifth volume prepared by its Director, 
entitled ‘‘Tlie Problem of a National Budget.” in which specific 
attention was given to the problem of the character of the budget 
system that would best meet the particular conditions presented 
by the nalioiiiil government and be in conformity with the Ameri¬ 
can political system. 

Followmg the publication of these volumes, the Institute pro¬ 
moted in every way possible action looking to the adoption of a 
budget system by the national government. Its efforts in this field 
were ably seconded by Mr. James W. Good, the Chairman of the 
House Committee on Appropriations and other members of that 
committee, and the reform was accomplished by the passage on 
June 10, 1021, of the “Budget and Accounting Act, 1921.” This 
act not only gave to the national government an exceptionally 
efficient budget system, but it has exerted a great influence in 
promoting similar action on the part of the slates.- 

In the meantime, a considerable number of state.-?, influenced 
by the action of the national government in establishing a com¬ 
mission on Economy and Efficiency to consider the problems of 
improving methods of public adrninislration. created similar agen¬ 
cies to consider their problem as it concerned their own administra¬ 
tive system. These commissions, almost without exception, placed 
in the forefront of their lecommendations the adoption of a budget 
system. Largely as the result of the influence of these reports, 
state after state has taken the action recommended and has made 
definite provision for the adoption of a budgetary program. Cali¬ 
fornia and Wi.sconsin look certain steps in this direction in 1911, 
and Massachusetts followed suit in 1912. It was in 1913, however, 
that the movement fairly got under way. Since then scarcely a 
year has parsed without addition.s being made to the list of states 
adopting the system until at the present time every stale in the 
Union has enacted budgetary legislation of some sort. The systems 
established by these states vary greatly in excellence. Certain of 

-For H full a('('oijnt of the liistory of tljo movement for this net and 
the manner in which the act lias operated in practice see W. F. Wil- 
loiighlA'. <‘Tlje National Budget System: Witli Suggestions for Its 
Improvement.'» tStudics in Adininisirution., Institute for Government 
Hesearchj 1927. 
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them are comparable to that of the national government. Many, 
however, are defective in failing to place responsibilily for the 
preparation of the budget squarely in the hands of the governor 
or in failing to make proper provision for an agency through which 
the governor may exercise this function. From the standpoint of 
technique, that is, the method employed in formulating the budget 
and the character and method of presentation of the; data, practi¬ 
cally all of the systems are susceptible of great improvcnient." One 
of the most recent stales to act is that of New York. During the 
last fifteen years that state made no less than seven different 
attempts to establish a budget system, each attempt being based 
upon a somewhat different method or theory. All were un.sati.s- 
factory in failing to vest the dulj^ of preparing the budget 
exclusively in the hands of the governor. This impoilanl principle 
wa.s, however,finally prescribed by an amendment to the censlilulion 
adopted in November, 11)25. In pursuance of this constitutional 
amendment the legislature in 1920 passed an act^ providing for 
one of the most effective budget systems possessed by any of the 
states. In many respects it is modelled upon the national budget act. 
In general it may be said that the .stales, by modifying their systems 
as first established are lending to establish system - coMesponding 
as regards their fundamental features to that of the national 
govern merit. 

Rapid progress has al.so been made by the cities with respect 
to the adoption of a budget system. I he charters of practically 
all of our larger cities provide for such a system. The movement 
for the general manager type of municipal government has con¬ 
tributed' not a little to this result. Several .states have made the 
adoption of a budget system obligatory by all of their cities and in 
some cases by the countries. The lime can easily be seen when the 
use of budget will be practically universal on the part of all of 
our governing bodies. 

^For the liistory ot' the nioveuieni; for I'Udgctary reform in the 
stales^ see W. F. Willoughby, ‘‘The Movement for lUulgetary licforin 
in the States,” Studies in Administration, Tiistitulc for Clovcrnnieiit 
Eescarrh. ; and for a inoi e recent survey A. E. liuch, “The Deve¬ 
lopment of the Ijudgcl Idea ii the United St.ites,-’ the American 
Academy of Political and Social Science, Annals, May, 11124. 

^Larvs of J92r> cha]jtcr 546 



CIlAPn-R XXX 

KORMULA i ION OF Ti IF FFOGLT 


i lie pioblein ol llie fonniiialMri cf ihc ni ly be i csolvcd 

inlo the loilowiis-’ eleinenls: llie dclorii;::?.Ui.?!; of ib.e anlhority 
upon which shall rest respon. ibiljiy for ;he. pa tparaliori of thi? 
documviiU the provioon that shaii be n.u.'C lor means by whicli 
rcL'pori'ibib’ly may l^e rncl, the procc-iui c io i>e eaip-jyt'cl in per¬ 
forming the work, and llic character as regaiJr, content.' and form 
of the budget docurneiit. 

The Chief Eveeuli'^e as the AtUliorily Kcespoiisihle for 
the Frt'i.tp.raiioii of the Budget. la i^arl 1, dealing with the 
problem ol general administration. n<.' pii;icij;)!e. was move insisted 
upon than ihat oi dchnilely coali iiiag UV'*'-' ‘‘he chief txccuUve 
all the powers and duties of a gciu v.:.l nKinagcr. Among these none 
is of greater importance ihiin th.i!: ol making full repoil of the 
manner in which aflair,. have been coiiduc’.::d in die past, of soiling 
forth present cindilian.s and makiiig L;a'wn what, from the 
admiiii.:lrative siandpoint honld be llie piagram of cpeiation.^ in 
the fuluic. it follows from tlii.-; to ;ii.-mobilny for the for¬ 

mulation and submission of die budgoi, llial i.% the docurnenL 
through which this duly ii perfo; mod, shoidd re-t squarely upon the 
chief executive. One may go foiiiicr and say that unless this 
provision docs cxi.l (he \vho?e ad:ni;»islrati\e system of a 
government must be deemed lo be raJicalr/ djlccli\ e. 

(ills positio.i ha *, ihe endoj .cement ol pjaciic:.il!y all tindenls of 
financial administration in tlie United Slates. fills is evidenced 
in part by the provision on thi- subject incorporated in liio model 
state conslilulion preparc^d by the commillee on Slate Government 
of the National Municipal League, which reads: 

AVitliiii one woelc nrtor t!ic o;\ga.ni>:ai iuii oT the loj^i.s- 
lalui'e ul imcdi I’Ogyilai' session, fiio ‘gc,vein>)r sluill .salvmit 
to tlio h‘o'i.sjatui*(.^ i\ bmlgel .set fin5.»: lopt h a, <:ompielo jiUm of; 
proposed expon<ld;tires nod nut leifinl cd inconic of ;ili depart¬ 
ments, oiTiees and ng-eiieies of the state Cor tlie next eiisniiig 
fiscal .year (or liieuiiiuni). 

The Prc‘3ich?nl a» iIh? Authority for the Fonnuhilion of 
the Budget of the National Governiuent. Overwhelming as 
are llie arguments in favour of this principle, it is one dial has not 
as yet been universally accepted in the United Stales. As will be 
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lalcr pointed out, responsibility for the preparation of the budget 
in the stales has in not a few cases been vested in other agencies. 
At the time that the bill providing for a budget system for the 
national government was under consideralion, opinion was sharply 
divided as to whether this responsibility should be entrusted to the 
President or to the Secretary of the Treasury. While the issue was 
pending the present writer prepared a memorandum having for its 
.purpo e to set forth the imperative need that the House contention 
should prevail, which was tiansmitlcd to the chairman of the House 
Committee and published in the Congressional Record for May 11, 
11)20. 1 lie importance of the issue here at stake, and the fact that 

the principle ol vesting responsibility for the prepaiHtion of the 
budget directly in the hands of the chief executive has not yet 
been accepted by all the slates, justifies, it is believed, the repro¬ 
duction at some length of the arguments therein set forth in support 
of this piinciple. Omilling the introductory parts, the memorandum 
in part reads: 

Tlio ])rini;M‘y ])nr]n)se soiiglil in sookiui** lo Ikivo the 
Nntioiinl tfoverniuont iii)on a InidgelaiT Inisis is Hint res- 
y lur tlio prepuialion oL‘ n definite, eomi>lefe and 
consistent financial aiul woi-k program slioiild bo placed 
spfiaridy upon iJic President. Anylhiiio* that would lend to 
obscure or lessen this responsibility should lie avoided. It 
is bciie\ed, lliererorc, tliat if responsibility for the prepara¬ 
tion ol! tlie budget is placed, in the first instance, U[)on the 
Secretary of tjie trcasuiy, this responsibility, in the eyes of 
the publit'at least, will rest rather with the Secretary oL* 
the Treasury, than with the President. 

It is I rue tliat the President is i’esjionsihle for the acts 
of tlie Seeielary and that the Imdget as prepared will g:o 
forward as the Pi'csidcnt-s budget. Nevertheless, the fart will 
remain that the budget in its details will rc])rcsent llie work 
and jiulg'cmenl of 1he secretary of Hie Treasury and the Pre¬ 
sident's responsibility will he the secondary one of accejit- 
ing this luidgct, oi* at best of revisinjx it in Hie gdieral 
feritures only. 'J'liis will he well known bv the ])uhlie, with 
the result that it will not hold 1 lie l^residcnl to I he same 
accountability for its proposals that it would if the pro- 
paralioii of Hie budget wer<3 made his diret^t, affirmative act. 

.\ l)udg-el system should be viewed from its [lolitical as 
well as its puiely admiiiisl rative aspects. It has been re- 
])ea1(‘(lly pointed out t hat 1 he National ( Jovernineiit will not 
have an econoinieal and efficient administration until the 
voteis of the country demand it. It is thus highly desirable 
that the matter of efficiency and economy lie made a jiolitical 
52 



406 PRINCIPLES OF PUBLIC ADMINISTRATION 

issue; Mini is one oC llic tests tliat will be applied by voters 
in excreising tlieir electoral function. This can only be 
attained by making llic President directly res])onsiblc for 
his financial and work program. As Pi-esident TaPt lias ex- 
pressed it, the i)re]jaration and submission ol* the budget 
should be 1 he supreme act of his administration by which 
the voters are to judge regarding lioth his pi’oposals and 
the manner of their fulfilment. The President is the only 
adminislralive offieei' who is elected by the peoj)Ie and is* 
thus llic only administ rativc olhcer wlio can be held direct¬ 
ly resj)onsible politically. 

Again the advocates oT a budget system s(‘ek hy this 
ehango in oui* met hods ol* financial administration to accen- 
liuite the responsiliility (>r the Pi'csidcnt as the head oL’ the 
adminislration, oi* to express it more directly as the gene¬ 
ral manager nl* the government as a business corporation. 
At tlie iiresent time lie has tiiis I'esponsibility only in a most 
general way. Only in slight degree do the peopJe now Jiold 
him directly responsihJc for the details of administrative 
oi'ganization. piocediire and activities. With the responsi¬ 
bility srjuaiely jilaced upon him for formulating a budgel, he 
wit I he com])ell<id to make known in a formal manner 
his opinion as to what the (juveriimeni should do and 
the eliaractcr ol' organization that should be provided 
ft)r its acconijilishmeiil. JT the IVureau ol! the P>udget is 
located Jii theVrreasuiy DepaiimenI this rcs])onsibilily will 
be shared with, if ii is iiol d<'cmed to be prjmaiily that of, 
the Secretary of the 'rreasury. 

In I'Oimeclion with the foj'Cgoing it. is imjioi’tant to 
a])precia1 e tlial a budget is essentially a work progmin, as 
well as a financial proposal. Advocates of conferring 
autliority in j'esju'el to tju? j)rei)aration of tlic budget ni)on 
the Secretary of tin; I’reasurv fail to give due weight to 
this fact. 'J'licir leiidcncy is to look U])ou the woik j)re])a.r- 
ing a hiulgct as little rnoje Ilian that, et revisijig estimates 
of expcndituie needs as formulated in llie fiisl instance* hy 
I)U]*eau and depai tinciital heads. They have in mind merely 
t he work oT paring down estimates. It must he appaj*cnl 
that the really iijipoi*lanl thing is the determinatioji oi! wJiat 
work shall be undei-taken and the scale on wliich it shall 
Ik*. ])roseeuted. .iies]H)nsilviiily for making decisions of 
this kind can jirojKuly only he placed upon the Presideui, 

Tlic prcjiaration oi' a liiidgct, moreovei*, means some¬ 
thing more i lian passing ii])Oji llie work ])roposals or jiio- 
grams of the lieads ol' departments. It also means the deter- 
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niiiKJtioii of the partieular service or (le|)urtment lliiit 
shall 1)0 ent rusted with the pcrformfjncc ol* an nclivily one 
decided as advisable. It is submitted tijat llie only ad¬ 
ministrative officer who can properly do this is tlio Jbos’ident. 
He is tlie only administrative otricer wiio is llic reeoj^nized 
superior ol* all other administ rative offieei's and whose de(*i- 
sioii will, as a matter of; coarse, be unhesilalin.t»ly ac(|a- 
iesced in. ®It is impossibb* to believe that the heads ol* 
* departments wilM)e equally Avillinm* to ac(*(q)t the decisions 
ol* the Secretary of the Treasury wlio since Hie oreauization 
ol* our tiovernment, lias had only co-rirdinatc rank with tliei?* 
own. ib'esident Tart, in discussing this jxiinl beroii' Hie House 
Select (kunniitteo on the Budget, put tliis matter in this 
way. He said: 

‘’Now I think it would be a mistake to place this under 
the Secretary of the Treasury for the reason that tlio Sec¬ 
retary of Trcasuiy is running one otthe Departments. The 
Secretary of; the Treasury runs one ol* tlio departments of 
the Oovcrninent, and ho is like the Secretary ol: any other 
department. If you select the Sccretajy of* the Treasury as 
the officer to consider the estimates of tlio otlier depart¬ 
ments, you arc going to get into difficulties. Members of 
the cabinet are not different from oflier [icoplc, and the 
pride of department, pride of bureau, and of all the things 
under them, serve to make them all hiifnan. Now, the Pre¬ 
sident is the head of the government so fai* as the lixeciitivc 
is concerned, and what he says is more likely to go than 
what the Sceretaiy of the Timsury says." 

A further objection to placing authority in resj)ect to 
the pre])aration of the budget in the bauds of the Secretary 
of the Treasury is that the Treasury Departmeni; is now onV. 
of the biggest spending departments of the government. 
Overhead or general direction and control, such as is con¬ 
templated by a budget system, should l)o exorcised by an 
officer or organ which is not itself a .spending department. 
The advocates of confcri*ing budgetary power upon the 
Secretary of the Treasury have sought to meet this objection 
by proposing that the Treasury Department be stripped of 
all of its iion-fmancial services. This, liowevei*, would 
only partially meet the needs of the situation. The Depart¬ 
ment would still have the administration of a large number 
of very important and expensive services—the customs 
Service, the Internal Revenue Service, the mints, tlic super¬ 
vision of national banks, etc_ 

The only affirmative objections that arc brought against 
locating responsibility for. the preparat ion of the budget 
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(liv('('tly upon tho Prosidrnl ;iiu‘l in to liini liis own 

sorvi(*(‘tliroiri*ii wliioli lie inny iru.‘(‘1 this I’esponsihi 1 ity me: 
tlnit the diroetor (H'smdi :i hiiremi would either hiM'onn'a 

soi-t o r snp(n-f'ahinet, administ rativ<‘ offieer.and that 

the l*residtMil would not have t ho lim<‘ to dis('har<;*f‘ the ad¬ 
ditional diili(‘s thus ])la('(‘d n])on him. 

[n r(‘sp<‘(*t to the lirst, il is ol* th(‘ utmost importaviee to 
appriM'ia'.o ihal the proposal to eroalc a Poireau tii' the I>i!d- ^ 
i»et under the President does not earry with il any .i;raul oi* 
]M)WiU‘direrl ly {(» that serviee. Ail i>‘rant oi' power is made 
dire('t ly to t he l*i*esident. 'JMie Bur(‘aii ol* (he Bud«’et will 
be merely th.e exeeutino- aj^ent of 1 he Presiden!. [Iwilll)i‘ 
tiie President who will make the deeisions. Jle and he alone 
js in a positiim to assert his o])inion and will, over eabinet 
ol'IiiaM'S. The Bur(‘au Will Ihnsliaveas its rinnd ions jner(‘ly 
the raising: oT <]iiestions to lie passed upon ]»y the Pi'esideiit, 
and 1 he tabini*‘ol* Uie neeessaiy .steps to (*nsint* 1 hat d(^ei- 
sions oneo made ar(‘ earri(‘d out.... 

In respeet to the seeond, it js, of eours<\ to he roeo.u- 
nized that all tlie detailed w<u-k of svHmring and maintainin.u- 
re('Oi‘ds and inl'ormation i*(^i'‘ai‘din^‘ th(‘ oj*e‘anizal ion. or 
netivit ies of tli(‘ govrrnmiUd, the just ifieal ic>n for tlio de¬ 
mands mad(* to (‘n^aji'e in now activities, or to expand llios(* 
ali'eady under way, tiie r<.‘eeipt and anal\sis ol* re([n(‘s|s Jor 
I'liiids as they oi*i<»’inale in. the several S(‘rvie(^s and d(‘|)art' 
meiits, and tlie tinal eoiiif)ijation of 1 he ]>ud.i>‘el, will bo j>ei*- 
J'ormed by llie Buj-oaii ol' the P>nd<»’e1, no mailer vvliere il is 
loealed. The I’jesidenl will thus b(‘ railed upon meiely • 
to pass ii|)on sj)e<'i!le |>oints t hat are raised hy t he I'ureau 
as the result ol* its examination of tlie (Estimate as rereived 
])y it, and its special study of adminish-at iv(‘ jirobiems. \\ 
is believed that the Pnrsidiait will, in normal limes at least 
have abundant opimrt unity to do this work. 

To sum U|) in a I'ew words the positions taken by tlie 
advocates of iilaein^' direct responsibility for the prejmration 
of the laid^-et u on the President and of to him his 

owui service, independent of any of the administrative oi* 
sfieiidiiii? departments, 1hroiio*li which to meet this I’csjion- 
sibility, is tlial a Imdji^et after all is Imt a. tool of administra¬ 
tion, the means to an end. The real thin"* soun*hl is to lirinr* 
about a. sit uat ion where 1 be President will really and effec¬ 
tively discharge his duties as general manager of the busi¬ 
ness corporation. That this will mean added duties and 
responsiliilitics for tlie Piesidcnt is, of course, evident; Imt 
until these duties arc discharged, nol mer(?ly occasionally 
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but (Mirrenlly, it is fillilc* It) rxpoci iiik] (H‘ 0 - 

in tli(* ndmiiiist f;it ion <>r |Hil)j i<';irr<‘ii?-s tlie s1o('h 

l)Old(M'« oi‘ ;]riy <*(M*|)oi';it loii dormiinl .‘is ;; iniiflcror 

of their ive ofliiMMs. 'I'lie system ;i(lvo(*;rle(l 

thus in<*;ins not nnn’ely llnil the President slnill oikm* ;i yenr 
pei'nn'in t h(^ iinportiini nrt of siihniit I inj^- liis finniieiai iiiul 
work |)i-t)^’ri‘im, hiit he shal 1 toirrentiy t!iroi 4 diou 1 the 

ye;ir dis(diar^‘(‘ in a inon* dir(‘et manner lh(‘ dmies ol* .-i 
•general Tnana.i»‘er as rca^ards tli(‘<‘oii{ i-ui o[ ;)|j snl'oi'dinate 
s(n‘vie<*s. Only as h(‘ does tliis will in* he in a ]K>sition inlel- 
I i^eiil ly 1o iVjrmidat e his hinlj^el when t [m‘ lime eomes. At 
the present time (lie Pres;<lent has no aeiaiev thr(m”'h whieh 
lie (‘an keep in elose loneh with .•idininisi raiive afrairs. 
'Jin' hiireau of the luid^et whieh it is pro[)osed to oive t(.) 
irnn wili t'lnaiish siieh an a.e:(*n(‘y, and it must, ])e evident 
that no a«>(‘ney located wit liiii one of the spending' defiarl- 
ments could possibly i)errorin liie.sc duties in an (‘(jiially 
eiThdent way, 

1 his contcnlion, that the duty of preparing and submitting the 
budget should be vested in the President instead of injjlhe Secretary 
of tlie Treasury prevailed. The Budget and Accounting Act 
as approved June 10, P)21, not only contained this provision, but 
lln oughoui its provisions it also emphasized the responsibilities of 
the President as the adininisli. ti\e head ol the goverrunent. It 
provided that the President shall submit the budget and also that 
“no esliinale or request for an appropriation and no request for 
an increase in an item of any such estimate or request, and no 
recommendation as to how the revenue needs of the government 
should be met, shall be submitted to Congress or any committee 
thereof by any officer or employee of any department or establish¬ 
ment unless at the request of either House of Congress.’' The 
latter provision has lurther been strengthened by an executive 
order prohibiting any adminislralive officer, without the approval 
of the President, Irom recommending to Congress any action the 
result ol which will give rise to the necessity of appropriations to 
put into effect. The combined ell eel of these provisions is to 
establish in the strongest possible way that all proposals for either 
the raising of revenue, the appropriation of money, or the enact¬ 
ment of legislation giving lise to the need for appropriation shall 
emanate from the President alone, and that having made his lecoin- 
mendations, it is improper for any administrative officer to seek to 
have these recommendations modified. It is doubtful, therefore, 
whether this responsibility of the chief executive for the formula¬ 
tion of a financial and work program is to be found more strongly 
expressed in the system of any i»lhei American govcuunent. 
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Authority for the Formulation of the Budget in the 

States. Though students of financial administrations are practically 
unanimous in favour ol the system of having the budget formulated 
by the chief executive, this principle has only in part been accept¬ 
ed by the stales in providing for a budget system. In some cases 
the preparation of the budget has been vested in an administrative 
board: in others in a joint legislative administrative commission, 
composed partly of administrative officers and partly of members 
of the state LegislaUire and in still others in a legislative committee. 
Notwithstanding this, the trend at the present time is strongly in 
the direction id making the governor responsible for the prepara¬ 
tion of the budget. New York represents the best example of this 
tendency. Its earliest action in the direction of the establishment 
of a budget system represents an unwillingness to accept the 
prin cipie of ve.‘;ling responsibility in the governor. After repeated 
efforts, it was finally accepted in the act of which gave to 

that stale one of the be.sl budget systems possessed by any of our 
commonwealths. 

Aufhorily for ihc^ Form illation of the Biirigct in the 
CJties. As in the states, uniformity does not exist in American 
cities in respect to the authority for the formulation of the budget. 
Where this authority is located, it is dependent in large degree upon 
the general scheme of government posses.sed. In the centralized 
mayor or general manager form of government, responsibility for 
the formulation of the budget is generally vested in the chief exe¬ 
cutive, the mayor or general manager. In the commission form of 
government, this duty is performed by the governing commission. 
In those cities having the old council loirn of government with a 
relatively weak mayor, the budget is usually formulated by a com¬ 
mittee of the council. In a number of our larger cities, including 
New York City, the formulation of the budget is entrusted to a 
special body known as a board of estimates or board of estimates 
and apportionment. On this board the complioiler, wdio is not an 
officer of the administrative branch but is independently elected by 
the voters, usually has as great a voice as the mayor. Regarding 
this situation, one of our best students of municipal administration 
has this to say: 

Tt is now jyoiiorally agreed amono* bnclixel specialists and 
students of j»overnnicnt that J*esponsjbiIity for the initial 
budget plan sliould losl n]>on the chief* execative or adminis¬ 
trative offieer of the city government. If the orga¬ 
nization of the city govemment is not such as to permit tliis 
officer to assume authority in budget making, then there is 
a strong reason for reorganization.^ 

lA K. llueli. Mniiu'ipal Finantc, ji. S8 (11*20), 
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One of ihe strongest arguments in favour of the city manager 
plan is that it permits of the organization of a proper budget system. 

Budget Agency. It is evident that no chief executive, except 
of a peliy political body, can, unaided, perform the heavy work 
involved in the formulation of a budget. No budget system is 
complete, therefore, that does not make provision for some agency 
that will handle the details of securing the necessary data from the 
operating service.:, fubjecling these data to critical examination, 
and of compiling the results in pioper form for presentation to the 
legislature. Ihe need for such an agency, moreover, goes far be¬ 
yond that of providing an instrumentality for doing this work. The 
vesting of responsibility for the formulation of the budget in the 
hands ol the chief executive is but one aspect of the policy of 
conferring upon that officer the duties and responsibilities of 
a general manager. As general manager it is his duty to see that 
the provisions of the budget as enacted into law are faithfully 
executed, to supervise the operating service in the performance 
of their duties, and to lake the action necessciry to ensure that 
all parts ol the administrative machinery are working effectively 
in CO operation. What is needed, an has been pointed out in 
our consideration of the problem of general administration and 
organization, is a bureau of general administration to act as the 
agency through which the chief executive may perform all of his 
duties as directing or controlling head of the administration. The 
work of formulating the budget will be but a part, though an 
important part, of such general agency. ihis mailer has been so 
fully discus.sed in the chapter on the need for a bureau of general 
administration that no further consideration of it in detail is here 
required. 

Mention .should, however, be made of one important point. In 
principle this agency should be independent of the operation depart¬ 
ments, strictly speaking, and directly attached to the office of the 
chief executive. In practice this principle has been substantially 
acted upon by those government.s having the best developed budget 
system. Though the service performing the duties of bureau of 
general administration in the slates i.s usually designated as one 
of the executive departments, it has, in fact, a character quite dis¬ 
tinct from the other deparlinciiU which embrace operating ser¬ 
vices, strictly speaking, and to all effects and purposes it operates 
as a special agency for the performance, on behalf of the gover¬ 
nor. of the duties pertaining to matters ol general administration. 

In the case of the national government, the Bureau of the 
Budget, which is the bureau of general administration for that 
government, though nominally located in the Treasury Department, 
functions wholly as an independent agency directly attached to 
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the office of the President. Tins arises from the fact that the 
Director and Assistant Director of the Bureau are appointed by 
the president and are subject exclusively to his direction. No 
aiithurity in re>pect to the Bureau is conferred upon the Secretary 
ot the 1rcasury - 

Anolher point to which rcteiencc may be made thougli already 
commented upon * i^ that it is desirable in creating a budget agency 
or buieau ol general adininislralion to take care that all grant of 
powers is made to the chief executive, the ageney or bureau being 
merely the agency tlirough which the chief executive exercises 
these powers. On this point the national biiclgol act is* superior to 
those ot most if not all ol the slates that have provided for a 
budget system. 

Froc-t'ihiri" in iIm^ Fortiialioii €>1* tlio liudafrl. It might seem 
at first bight that the work of formulating a bud.get pre.senled few 
opportunities lor variation in practice and raised no question ot 
general importance. This iiowcver, is not so. A comparison of 
methods employed by the national government and those stales 
having an executively formulated budget will bring out the factors 
involved and their significance. 

In the C3se of the national government, the formulation of the 
budget involves the following seven distinct opeiation:: (1) hor- 
mulafion by the Pre-ddent ol his financial policy; (2) formulation 
by the Bureau of the Budget of estimates of income and expendi¬ 
ture; ;o) sulirnission by the spending services ol preliminary esti¬ 
mates; (-1) consideration of the preliminary estimates by the 
Bureau ol the Budget: lO) submission by spending services of 
revised estimates: ((i‘ con.sideralion of the revised estimates by the 
Bureau of the Budget; and(7) preparation of the budget document 

-< cjil i ii;^- (HI 11liv (■•mI uic. M I, (J()()(l, Dm' ;i iillKjr o C I In' liill, s;i id ; 

“We Mflievo it would ll.•!\^,‘ Ih'oii hotter no 1 to Ii.Me put iu llie wor l.s vin 
Die Trousur; T)oi»;i rtiiu jit, ’ lait I wit li 1 lie‘JonDouiuii I rom W’is- 

(•(Uisiu tli:il it is ;iii idool jdiraso. ft does not iue;iii r*j.iytiling, l»Cc;ius(j 
the ro.'i I ni(';it in tdio s«‘«'rinu is i lie i».'iwer nt.od hy 1 lie softioii, ;ind 

tliOfiiily power ' onfen’cd is Iho power \vc gi\'o to tlu' Ih’csivl'iit., 'J’lio 
Prosidoni is';•i^ on woi- 1 o ;i pri'iiut t lio direct or :tn<l :issist;inf dirootor, 
;ind lie is not re(|Uired i‘\ on to oi-t, i|io (-(Hilinnnt ion nt' Die JSi'nute, 
l)C!*;ins(' i| \\;is I lMiu<i[!il tli.'it for tluwo ollliccs Di:it would Ih' so 
peril ii;n'ly t Im* .Ihcsidcnj,’s st.'ilT, the lh*esidont 's Torri', t!io Prosidont , 
witlioiit lieiii'^ <pj(.‘st ionod with r('g:iMl to liis n pjMmitnionts. 
slioiild ;ipjniiii| Die iiion wlioiii lie Indicvod lie roiild trust t.o do 
Ills will ill llir propri I ;it ion of the ludoel, so lloit wlioii 11i(* Irndgetj 
oilnii.^ Iiofoi o him it would ho ;i hiidgot 11i;it rododoii his sentiment 
;ind doterniiiinlioii with re;;;n'd to oroiiumy nnd with regord to 
oxpeiiditnro. '.1'lien, 1 oo. Do' hiiilgot is to ho pii'p:ired I'oi- tlio Presi¬ 
dent under .'>!i<di riih's ;iiid ro^nhitions ,is the President sluill suhs- 
('I'ihe. JSfo power is granted to the SeiU’etary of the Treasury. ’ ^ 
— ('ontf. Ur VO rdf May L’7. 

■K,!hapt» r I V., “'I’he liureau o; Viener:il Admini^lration. ' ’ 
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Before any other step is taken, the President decides upon what 
shall be his general policy in respect to such matters as the expan¬ 
sion or contraction of the goveininenl’s activities, the retirement of 
the public debt, the increase or reduction of taxation, and such 
special matters as the increase or decrease of the military and naval 
establishments, the grant of bonuses to war veterans, the prosecu¬ 
tion of public work, the voting of grants in aid to the i tates, and 
the like. He then receives from the Director of the Bureau of the 
Budget the estimate of income to be received under existing laws 
and estimated expenditures under existing authorizations, with the 
prospective balance in the form of a surplus or deficit at the end of 
the year, that has been compiled by him in conjunction wiih the 
Secretary of the Treasury and other Treasury officers. With these 
data before him, he reaches a decision as to the total of tlie appro¬ 
priations that will be asked of Congress for the ensuing fiscal year, 
and the Director of the Budget is instructed to see that the total 
as asked for in the budget does not exceed this sum. The Director 
of the Budget thereupon calls upon the spending services to submit, 
on forms provided by the Bureau of the Budget, preliminary esti¬ 
mates of their appropriation needs, notification at the same lime 
being given to them of the wishes of the President in respect to 
increase, if any, in the requests for appropriations that he is willing 
to sanction. The total of these preliminary estimate.^ ah.vays exceeds 
the amount beyond which the President has decided not to go. 
It thus becomes the duty of the Bureau of the f^udgcl to submit 
these estimates to scrutiny and to reduction so as to bring their 
total within the figure that has been determined upon. Each depart¬ 
ment and independent establishment is thereupon notified by the 
President of the total of the appropriations that will be requested 
for it and instructed to submit revised estimate^ that will not exceed 
this total. These revised estimates must be submitted on forms 
furnished by the Bureau of the Budget, which calls for data showing 
in parallel columns the amounts estimated for the budget year, the 
estimated expenditures for the ye u* in pi ogress, and the actual 
amounts expended in the last completed year. Permission, however, 
is granted to the departments and establishments to submit with 
their revised e.stimates “supplemental estimates” having for their 
purpose to make known the amounts which they believe should be 
granted to them in addition to those included in the revised esti¬ 
mates. It is in these supplemental estimates that the departments 
and establishments have the best opportunity for urging upon the 
Bureau of the Budget their special claims for new or enlarged 
grants for particular purposes. Upon the receipt of these revised 
and supplemental estimates, the Bureau of the Budget, after sub¬ 
jecting them to study, submits them to what is known as the Board 
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of Estimates, which is composed of the Director. Assistant Direc¬ 
tor. the Executive Assistant, and the six Assistants to the Director. 
This Board then holds hearings at which the secretaiies of the 
departments, the bureau chiefs and other administrative oflicers 
may appear and submit such arguments in favour of their requests 
for appropriations as they see fit. Following these hearings a final 
decision as lo the estimates is reached and the results are incor¬ 
porated in the budget document. 

The significant features of this procedure are; the careful deter¬ 
mination in advance by the President of the basic features of his 
financial policy and the total beyond which he does not wish the 
aggregate of estimates to go; the notification of the spending ser¬ 
vices of his policy, with iastruclions that they be guided accord¬ 
ingly in formulating their requests for funds; the requireiiicnl of 
preliminary estimates; the tentative revision ol those es imates so 
as lo bring their total within that determined upon; the oppor¬ 
tunity that is afforded lo the departments themselves lo revise their 
estimates so as lo bring them within the totals that have been respec¬ 
tively allotted to them; and the full opportunity to appear through 
their repieseiitatives and show cause why those totals should not be 
further increa ed. It should be noted that the lot il that may not 
be exceeded in the revised estimates is a total for the department as 
a whole. It rest; primarily with the head of the cleparUneiU to 
determine how this total shall be suballotted among llie bureaus 
comprehended by the department. This subailolmenl may. however 
be modified by the Buieau of the Budget if it deems that circum¬ 
stances warrant such action. The fundamental object is to leave lo 
the services themselves large discretion in determining where cuts 
shall be made in estimates as originally framed, while en uring that 
the totals determined upon shall not be exceeded, giving full oppor¬ 
tunities to the rei vices lo make known their needs which they 
believe lo be of a specially urgent and important character, and the 
reduction lo a minimum of arbitrary reductions on the part of the 
Bureau of the Budget. 

In the states, it is exceptional to find a procedure as elaborate 
and carefully worked out as that employed by the national govern¬ 
ment. Ihis is due in no small degree lo the smaller scale of the 
operations of these goi^erninenls and the lack of an agency having 
the resources of the Bureau of the Budget. The stales quite 
generally, however, have one feature that is lacking in the national 
system. This is formal hearings, held often by the governor 
himself, at which the public as well as administrative officers may 
appear and be heard. In the national government there is no 
participation on the part of the public in the formulation of the 
budget. One reason for the participation of the public in the case 
of the states, is the fact that appropriation for these have to do 
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largely with the support of institutions in which the public is 
directly iiileresled and which are administered in part by boards 
with citizen representation upon them. For geographical reasons 
it is, of course, far more feasible for private persons to appear at 
hearings on the budget in the case of the states than that of the 
national government. 

The final element of the formulation of the budget, the deter¬ 
mination of its form and content, is of such importance that it is, 
made the sul>ject matter of a special heading chapter that follows. 



CHAPTER XXXI 


THE FORM AND CONTENTS OF THE BUDGET 

Emphasis has been placed in the preceding pages upon the fact 
that a budget, if it is fully to perform its function, is much more 
than a mere esliinafc of receipts and expenditures. It is, or should 
be, at ance a report, an estimate, and a proposal. As a report it 
must set foith clearly existing financial conditions, financial opera^ 
lions in the past, and all other data needed in order to arrive at 
an intelligent financial and work program for the future. As an 
estimate it should reveal the income to be anticipated under exist¬ 
ing provisions of law and expenditures in pursuance of exi.sling 
authorizations. As a proposal it should make known the recorn- 
mcndalions of the chief executive, acting in his capacity as general 
manager, as to what provision should be made lor future expendi- 
tuic needs and the manner in which those needs should be met. 
These three classes of data should, moreover, be so presented that 
they can be brought into comparison and the significance of the 
action proposed thus made apparent. 

The manner in which these data, and particularly those having 
to do with the authorization of future expenditures, shall be pre- 
.sented is of fundamental importance, since the itemization employ¬ 
ed determines, or should determine, in large part the heads under 
which appropriations will be made and, as a consequence, the 
character of the accounts that will have lo be kept to control the 
expenditure of the money granted. It is not going too far, there¬ 
fore, lo say that the form of the budget determines in no small 
degree the whole character of the appropriation and accounting 
system of the government lo which it relates. 

DiviBion of the Budget into Parts: The Budget Message. 
If these several purposes are lo be served, it is desirable that the 
budget .shall be divided into three distinct parts: (1) The budget 
message, (2) general financial statement, and (3) estimates of 
appropriations. 

The most important feature of a budget is that it represents the 
document through which the chief executive comes before the 
fund-raising and granting authority, the legislature, makes known 
how afiairs have gone in the past year or biennium, and presents 
his recommendations for future action. The budget proper con¬ 
sists of statistical statements and figures showing appropriations 
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requested. Only In small degree are they self-explanatory. An 
essential feature of the budget should, therefore, be a letter of 
transmittal or message by the chief executive having for its purpose 
to make known the significance of the showings and recom¬ 
mendations. This message should be an exceedingly important 
document. In it the whole situation should be surveyed, and the 
necessity or desirability of all the action recommended clearly set 
forth. It, in a word, should correspond to the budget speeches of 
the British Chancellor of the Exchequer and the finance ministers 
or premiers of other countries having a budgetary system. 

In this connection two features ol a proper budgetary system 
which arc often lost sight of, should be noted. Ihe first is that a 
budget is esscnliaily a work program as well asa financial piogram. 
The tendency has been far loo prevalent to look upon the work 
involved in preparing a budget as little more than that of revi.sing 
estimates of expenditure needs as formulated in the first instance 
by departmental and bureau heads. It must be apparent, however, 
that the really important thing is the determination of what work 
shall be undertaken, the scale on which it shall be prosecuted, and 
the particular service or department that shall be enlrusled with 
its performance. The second is that one of the prime purposes of 
a budget sy.slem is to accentuate or emphu.size the responsibilily of 
the chief executive as the head of the administration, or, to express 
it more correctly, as the general manager of the government as a 
business corporation. 

The budget message should thus be in eflect the annual report 
of the chief executive or general manager. If it is given thi< char¬ 
acter the chief executive will go before the legislature upon its 
convening on two occasions and in two capacities; once as chief 
executive proper, when he will make known his recommendations 
in respect to matters of general legislation, and once as head of 
the administration, when he will on other operations of the 
government in the past and submit proposals for future operations. 
This is the practice in the national government. When Congress as¬ 
sembles in regular session in December the President submits his 
annual or political message. On the following day he submits his 
budget and the accompanying budget message. Special attention 
has been devoted to this matter, since the prevailing practice in the 
states has been to give to the governor’s budget message more or 
less a perfunctory character, often little more than a mere letter 
of transmittal. This is unfortunate. The message should be one of 
the most important state papers of the governor and of a character 
that attracts wide publicity in the press. 

General Financial Slatcmeiils. It has been pointed out that 
the budget as conceived in the United States has the function, not 
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merely of selling forth in dclail the provisions that should be made 
for meeting the financial needs of the government for the period 
to be financed, but also of presenting at the same time the financial 
data required in order to give intelligent consideration to these 
proposals. These two classes of data .should be segregated and 
presenleo in separate parts. Part 1 should be devoted to the general 
staleinents having for their purpose to make known the financial 
operations in the past, present treasury condition.s, and the results 
that will follow from pulling into effect the rccoinmendations that 
are made for meeting future financial needs. Part II should consist 
of the detailed statement of appropriations requested. 

One of the advantages of this division of the budget into two 
parts is that it permits this document to serve the use of the two 
classes of persons who are interested in the financial affairs of the 
government: those whose interest is confined to the general aspects 
of the subject and those who are concerned with details as they 
affect particular services or activities. In Part I those whose inter¬ 
est is of a general character will find all the data that they desire. 
It is thus feasible to print Pari I, together with the budget message, 
as a separate document and to give it wide publicity. Only a limit¬ 
ed edition is required of Part II, which will conslilule the greater 
part from the standpoint of bulk. By dividing the budget into two 
parts an important economy can be secured in the printing and 
distribution of the documents. 

The character of the statements that should be presented in 
Part I cannot better be indicated than by reproducing that part 
of the Budget and Accounting Act, 1921, of the national govern¬ 
ment, which sets forth the statements that must be included in the 
budget. The act reads; 

Sec. 201. The President shall transmit to Congress on 
the first day oi* each regular session, the Budget, which shall 
set forth in summary and in detail: 

(m) Estimates of expenditures and appropriations ne¬ 
cessary in his judgment for the supjiort of the government 
for the ensuring fiscal year; except that the estimates for 
such year for the Legislalivc Branch of the government and 
the JSupreinc (^nnt of the United State shall be transmitted 
to the President on or before October loth of each year, 
and shall be included by him in the budget without revision: 

(b) flis estimates of the receipts of Governments during 
the ciisuing fiscal ycai*, under (J) law existing at the time 
the budget is transmitted and also (2) under the rcvenlie 
proposals, if any, contained in the Budget; 

(c) The expenditures and receipts of the government 
during the last eomj[)lctcd fiscal year; 
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(il) Eslimales of the cxpeiHlitiiros and roeeipN' of the 
(Jovernmeiit (lurin**’1 ho fiseal year in fn'oei'css ; 

(e) The amount of anmia!, fouiiiMmenl. or other a}>fno- 
pi’ial ions, ineJiuliiiir halam'os of appi-oprial ions for f>i ior 
fiseaiyear, available for expemliliiio WuriM<:» the iiseal Y('ai* 
in [)i‘o<»:reNs, as of November I of siu'li year; 

(f) J>alanee(l stalemenls of (1) tJie (Mnulirnm of llu?. 
Tj'oasu ry at i he end of the last (*(nnpl(‘tcd iisral .\'oar, (2) 

I lie csLiinaied eondit ion of the Treasury at the end of the 
iiseal yeai* in pi-oo'ress an(l(:>)tlie estimated eonditifui of 
t Ii(^ T I'oasu ry at the ojid of the (Misuine* fiseal year if tli(» 
finaiK'ial pro{>()sals ('onta-ined in tin* lUidgel a le adepi cmI ; 

( U') -All essonl ial faets rej^ardiiie-t lie bninle'l aiid otlier 
iiidelitednes.s of the tlovernmenl ; and 

(h) yiich other financial statements and data as in lus 
0[)‘:nioii are necessary or desirable in order to make known 
in all praeticsable detail the financial eonditiem of iioverii- 
ment. 

Certain observations should be made regarding the form in 
which these statements are cast. It is of the ulmosl importance for 
them to be of a character which readil}^ undcr/iood. Sight 
must never be lost of the fact that a biuigel is essentially a 
document having lor its purpose to convey information to persons 
who for the most part are not familiar with accounting technology 
and technique. Furthermore, it should be borne in mind that it 
is often difficult even for persons familiar with accounting practice 
readily to determine the significance of accounting data if 
they are not familiar with the particular financial and accounting 
system of the organization to which such data relate. Due to these 
considerations it is doubtful whether the formal accounting state¬ 
ments made by the accounting department of a government should 
except under unusual conditions, be used in unmodified form as 
stalemenls to be included in the budget. In a general way it may be 
said that budget statements should be of a statistical rather than of 
an accounting character. These statements, of course, should be in 
complete agreement with the accounting statements of the account¬ 
ing department of the government. One of the special problems 
that has to be solved in determining the character and contents of 
a budget is that of reaching a decision as to what data regarding 
financial conditions and operations shall be given in the budget and 
what shall be reserved for representation in the formal financial re¬ 
port of the accounting department. If due regard is paid to the fact 
that the latter document should constitute one of the supporting 
documents to the budget and should be transmitted with it, little 
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difficulty ought to be encountered in solving this problem. The 
purely formal accounting statements, such as consolidated fund 
statements, balance sheets, operating statements, and the like, and 
the detail schedules supporting these statements, should be given 
in the general financial report. Their purpose is to render a formal 
accounting of operations of the year and of conditions at the end 
of the year, and lo furnish the data to be made use of by the bud¬ 
get, The purpose of the budgetary statements should be that of ex¬ 
ploiting the data thus presented, of presenting them in summary 
form so classified and compared with estimales for the year in pro¬ 
gress and year lo be financed that the essential facts regarding past 
operations, present conditions, and future needs may be clearly 
seen as a basis for determining future policies. Budgetary state¬ 
ments sho’jld, therefore, be prepared with special reference lo the 
purpose that they are intended to serve; they sh.ould be, as far as 
possible, free from unnecessary details and technical features lend¬ 
ing to make their understanding difficult on the part of those not 
familiar with accounting practices or with the particular account¬ 
ing system of the government to which they relalea in so far as it is 
feasible they should be self-explanatory, and, when this is not 
possible, they should be accompanied by explanatory notes or text 
to the end that the meaning of each term employed and the signifi¬ 
cance of each figure given may be cleaily seen. 

It might seem that in the foregoing, considerable space has been 
given to a discussion of the obvious. Our ju.slification for doing 
this, however, lies in the fact that it is in precisely this feature that 
the budgets of many of our public bodie.s have been defective. The 
statements given have been of too formal an accounting character 
and have been so involved that it has been difficult for the ordinary 
legislator or student readily to grasp the significance of the show¬ 
ings made. They have thus failed to form one of the essential pur¬ 
poses of a budget presentation. In the case of private undertakings 
there are a relatively small number of persons interested in the 
showing and most of these, due lo their direct financial interest in 
the results, are fairly well informed regarding the character of the 
undertaking, the sources from which revenue is obtained, and the 
purpose for which expenditures are made. For the standard 
form of accounting statements meets most, if not all, of their needs. 
In the case of a government, no such knowledge can be presumed 
on the part of the public to be served. 

It is beyond the scope of the present work to attempt to repro¬ 
duce the forms themselves which these statements should have. For 
such forms the reader is referred to a recent publication of the Insti¬ 
tute for Government Research in which this mailer is handled.^ The 


iDraft Manual of Reporting Finaneial Data of tlie States, 1920, 
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subject, moreover, is given consideration in a subsequent chapter 
dealing with the problem of public accounting and reporting. 

EstimatqB of Appropriations. The determination of the manner 
in which estimates of appropriations shall be set forth raises a 
number of questions of importance. Among these the most im¬ 
portant is probably that of the heads under which the grant of 
funds will be asked. As will te pointed out in our consideration 
of the problem of public accounting and reporting, information 
regarding the expenditures of the government should be had from 
the five standpoints of: (1) Funds, (2) organization units, (3) 
activities, (4) character, and (5) objects. Manifestly, it is im¬ 
practicable to make appropriations from all five of these standpoints 
concurrently. It becomes necessary, therefore, that the government 
shall make a decision regarding which of the five shall be adopted 
as the primary, and which as the subordinate, factors in the formu¬ 
lation of the estimates in the budget and in the appropriation of 
funds on the basis of such estimates. Whichever scheme is adopted 
should be rigidly adhered to, for unless it is, no consistent or logical 
exposition of financial operations and needs is presented from any 
one point of view. The violation of this fundamental principle 
constitutes one of the most serious defects of budgetary practice in 
almost all governments. Their budgets show expenditures and 
estimates, partly in terms of organization units, partly in terms of 
activities, partly in terms of character, and partly in terms of objects 
of expenditures. It is exceedingly difficult, if not impossible, to 
summarize the data from any one viewpoint, and to appreciate 
the full purport of the figures in terms either of administration, 
responsibility or general policy. 

Organization Units as the Primary Basis of Classification 
of Estimates. In reaching a decision regarding the principle of 
presentation that should be employed in formulating a budget there 
can scarcely be any question that the choice of the primary factor 
of classification should fall upon the unit of organization. The 
budget, in a word, should have as its primary purpose to show 
expenditures and estimates accordingly to the units by which made 
or for whose use the funds estimated for arc intended. The primary 
showing will be that of the actual and estimated cost of maintaining 
and operating each unit and class of unit of organization of the 
government. 

A number of considerations unite to make this choice desirable. 
In ihe first place, it is important to emphasize in every possible way 
the factor of personal responsibility. In the actual organization and 
conduct of the affairs of government, individuals are in charge of 
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particular divisions or subdivisions of the government and not In 
charge of the performance of particular categories of work, except 
in so far as such particular categories are entrusted to particular 
organization units. As a result, individual responsibility consists 
in expending money and estimating the needs of such subdivisions 
of organizations. In the actual preparation of estimates, the indi¬ 
viduals constituting the directing personnel make estimates of the 
needs of the services under their direction and forward them to 
the official next in authority above them. - Here they are scruti¬ 
nized, criticized, revised, and aggregated, and again forwarded to 
the person next in rank; this process being continued until the final 
aggregation in the Bureau of the Budget is eflecLed. If a man’s 
estimates are broken up and scattered in different parts of a budget 
it is bound to lead to confusion and make it difficult for the legis¬ 
lator to reach the proper man or proper administrative report for 
further information. Only by keeping accounts and making reports 
according to organization units it is possible to determine the 
efficiency with which the individual services are being run. Only 
as the heads of services know that their services are going to be 
considered on the basis of the work for which they are individu¬ 
ally responsible will there exist a real incentive to efficiency and 
economy. This being the necessary basis for accounting and 
reporting, it is of prime importance that the budget and appropria- 
lion should be in conformity with it. 

It is, moreover desirable that the budget and appropriation 
acts based upon it shall present in outline as complete a picture 
as possible of the organization of the government. They should 
reveal at a glance just what departments, bureaus, and subdivisions 
are being maintained, their relations to each other, and the person¬ 
nel required by each. If a budget is properly prepared, it will 
constitute an invaluable document, revealing the structure of the 
government. Without such a knowledge it is impossible to give 
intelligent consideration to the national finances. 

Activities, Character, and Objects as Secondary Bases 
for Classification of Estimates. The acceptance of the 
principle of making the organization unit the primary unit of 
classification in the budget proper and in the appropriation 
acts means that the most general limitation upon the spending 
power of the operating services is on that basis. In compara¬ 
tively few cases, however, will the legislature be willing to 
content itself with this limitation. The problem is thus 
presented of determining the manner in which the total 
for service shall be fuither itemized. Such further itemiza¬ 
tion must take the form of specifying how much of the 
total for the service shall go either for particular subordinate 
units of organization of the service, particular activities to be 



THE FORM AND CONTENTS OF THE BUDGET 423 


performed by it, for current operations or expenditures in the nature 
of capital outlay, or for particular objects, such as personal ser¬ 
vices, services other than personal, supplies, etc. 

It is almost impossible lo lay down any general rule that should 
govern in all cases in respect to the methods of itemization. In 
those services which are of a unifunclional character and require 
a comparatively stable form of organization, itemization by subor¬ 
dinate units is probably the preferable method. In those services 
which engage in a number of clearly distinguishable activities, such, 
for example, as the Bureau of the Census, which collect statistics 
of population, agriculture, manufacture and mining, states and muni¬ 
cipal finances, vital statistics, etc., it may be desirable to designate 
how much of the total granted for the service shall be devoted 
to each activity. In all cases it is probably desirable that the amounts 
available for current operations and for acquisition of properly 
shall be estimated for and set forth in the appropriation acts. In 
all cases, also, it will probably be desirable that, from the stand¬ 
point of object of expenditure, itemization should go far enough 
to make known the total estimated and granted for personal ser¬ 
vice (salaries and wages) and the total for other objects. The 
question of the extent to which the attempt should be made to sub¬ 
divide personal services according to psirticular positions and 
salaries is handled in a special section of Chapter III. It may be 
stated here, however^ that the effort should be made to avoid such 
itemization as a binding limitation upon the spending services as 
far as possible and to depend upon general provisions of law and 
the information furnished by detailed reports for the exercise of 
due control over the services in this respect. 

To summarize, if is desirable that the character of each service 
shall be carefully studied to determine from the standpoint both 
of administrative and of legislative control, the form that 
the limitations upon the power to expend, beyond that of the 
total for a service as a whole, shall take. After this is done, it is 
possible that a fair approach to standardization and uniformity of 
procedure may be secured. 

Itemization of Ei^tiiiiates. Another question that is presented 
in formulating the estimates of appropriations is the extent to which 
the itemization shall be carried. In considering the question, it 
should be borne in mind that the budget is^nothing but an informa¬ 
tion document. From this standpoint it is difficult to carry the 
itemization too far so long as such itemization gives information 
regarding the purpose and need of the sums asked. As will be 
pointed out in the chapter that follows, a clear distinction should 
be made between itemi/.alion in the budget and itemization in the 
appropriation acts. No harm results from specifying in great 
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detail in the budget the manner in which appropriations in the past 
have been expended and the estimated expenditure for the future, 
provided this itemization is not carried into the appropriation acts, 
in the national budget, for example, the items for personal service 
are supported in each case by detailed statements showing the 
number and compensation of all persons employed or about to be 
employed, while the appropriation is a lump for personnel. 

Comparison of Estimates with Past Expenditures and 
Appropriations. In order that the significance of estimates for 
future appropriations may be seen, it is necessary that they shall 
be brought into comparison with expenditures in the past and esti¬ 
mated expenditures or appropriations for the year in progress. 
Both the general statements contained in Part 1 of the budget and 
the detailed estimates should provide for making the comparison 
through the use of three parallel columns for the presentation of 
these data. An additional column showing the increase or de¬ 
crease in the estimates over estimated expenditures or appropriations 
also serves a useful purpose. 

Reifcrences to Status and Explanatory Notes. There arc 
many cases also where it is desirable to explain items as, for ex¬ 
ample, why the amount of the estimate varies greatly from the 
corresponding item of expenditure in the past, or why an item 
appears in one year and not in another. The reason may be that 
an activity or organization unit has been transferred from one 
bureau or department to another, that two services have been con¬ 
solidated, that some special emergency has to be met, etc. To 
attempt to give these explanations in the tables ihemcelves or as 
footnotes would greatly extend and complicate the presentation. 
Furthermore, the limitations of space would be such as to make it 
impossible in many cases to give the explanation in the fullness 
desirable. The preferable method, therefore, is to have all such ex¬ 
planations given separately as “notes,** these notes to be numbered 
and referred to in the tables simply by their serial number. 
Although these notes would constitute a part of the budget, appear¬ 
ing as an appendix, it would be advantageous to have them printed 
as a separate pamphlet. The members of the committee on appro¬ 
priations and others in examining the statements could thus readily 
refer to them as need arose. The adoption of this practice would 
facilitate the work of considering the estimates and greatly reduce 
the bulk of the budget proper. 

Annual Administrative Reports as Supporting Docu¬ 
ments of the Budget. Even with the use of a system of notes, 
it is impracticable fully to explain and justify the items that appear 
in a budget. The value of a budget as an information document 
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would be greatly increased if the annual administrative reports 
served as supporting documents to the budget. It is true that at 
the present time the legislature has available the administrative re¬ 
ports of the executive departments and other officers in charge of 
the several services of the governments. These reports, however, 
vary widely with respect to the characler of their contents and the 
manner of presentalion of their data. Often they contain little or 
nothing regarding the financial operations of the services to which 
they relate. Where financial data are given, they are more often 
than not classified and presented in a form dissimilar to that em¬ 
ployed in the budget. Only in exceptional cases do they give any¬ 
thing in the nature of the systematic presentation of the reasons for 
the requests for the grant of funds that have been included in the 
budget. What is here suggested is that these reports should be 
prepared with special reference to their service as supporting docu¬ 
ments to the budget. If this is done it will be a matter of ease for 
the le.gislalure, as it reaches the estimates for a particular service, 
to consider them in connection with the report for that service. In 
such reports they will find not only the explanation of the items 
contained in the budget but also llie details which it is impractic¬ 
able to give in that document. 

The Use of Subsidiary Biid^^els. An essential feature of a cor¬ 
rect budget system is that the legislature shall be given at one 
lime and through the use of one document known as the budget, a 
complete picture of the financial conditions, operations, and needs 
of the government. The practice of short circuiting, as it were, of 
certain classes of receipts or expenditures and of not having them 
figure in the budget, or of having two or more separate budgets, 
is a fatal defect. Notwithstanding this, examination of the char¬ 
acter of the activities and financial operations of most governments, 
and particularly that of the United States, shows that there are 
certain services which are of a very special character and con¬ 
sequently .should be handled in a special way in the budget. Re¬ 
ference is here made to those services which are of a revenue- 
producing character such as, in the case of the national govern¬ 
ment, the Postal Service, the Panama Canal, the Alaskan Railroad, 
the Merchant Fleet Corporation, formerly known as the Emer¬ 
gency Fleet Corporation, and the Inland W'alerways Corporation. 
The advantages of treating these enterprises as subsidiary corpo¬ 
rations and of giving to them administrative and financial autonomy 
have been in part pointed out in the consideration of problems of 
organization. 

From the standpoint of financial administration, these services 
differ radically from the ordinary administrative services. Only 
to a negligible extent do the operations of the latter produce an 
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income, and the cost of their operations has, therefore, to be met 
from the general fund, the increments of which are derived for the 
most part from general taxation. In contrast to these services 
the revenue-producing services present a condition where there is a 
direct relationship between revenues and expenditures, and the 
general principle followed is that of having the latter as far as 
possible meet out of the former. The result is that while the 
extension of the operations of an ordinary administrative service 
makes a corresponding increased charge on the general fund, in 
the case of a revenue-producing service expansion in the work 
produces a corresponding income. 

It is evident that the general financial resources or condition of 
the government are only affected to the extent to which such a 
service, as the result of its operations, produces a surplus that can 
be turned over to the general fund or a deficit that has to be met 
from such fund. From the general budgetary standpoint all that 
is vequired, therefore, is that the general budget shall carry in the 
case of each revenue-producing enterprise this item showing the 
net result of its operations. Ihis can be secured by having a 
special budget for each of the enterprises, the net result of which 
is tied into the general budget in the manner indicated. These 
budgets are supplementary budgets, since they are not independent 
of the general budget but are supporting documents of that budget. 

There are a number of reasons why the operations of these 
enterprises should in each case be carefully segregated and given 
the independent consideration that is suggested. 

In the first place these services have practically the same char¬ 
acter as private enterprises conducted for gain. It is in the highest 
degree desirable that each should have its own accounting system, 
its own statements of assets and liabilities, its own operating state¬ 
ments. etc., to the end that precise information may be available of 
the extent to which such service is self-supporting, is producing a 
net profit or is run at a loss. 

Secondly, any attempt to include the gross receipts and disburse¬ 
ments of the services in the general budget not only unduly swells 
both sides of the account and produces, from the standpoint of the 
taxpayer, a certain misconception regarding the cost of the govern¬ 
ment and the growth of government expenditures, but also neces¬ 
sitates the inclusion in the general budget of a great mass of details. 

Thirdly, each of these services represents a distinct problem 
requiring independent consideration. If each has its own budget 
containing its own balance sheet, operating statements, analysis of 
receipts and expenditures, etc, the exposition of financial condi¬ 
tion, operations, and needs can be made much more elaborate, 
and the special considerations involved can also be given more 
effective consideration. 



THE FORM AND CONTENTS OF THE BUDGET 427 

Finally, the appropriation policy of the legislature with respect 
to such services should be quite different from its policy with res¬ 
pect to the ordinary administrative service. With respect to the 
latter, l|he legislature not only fixes rigidly the total of the ex¬ 
penditures that may be made by each service, but also specifies in 
great or less detail the purposes or objects of such expenditure, 
the number of employees that may be employed in each class or 
at a given salary, etc. It is a question whether it is feasible or 
desirable that it should do this to the same extent in the case of 
revenue-producing- enterprises. To attempt to prescribe the 
number and compensation of the technical employees, such as 
ship masters, locomotive engineers, etc., would unduly tie the 
hands of administrators and throw upon the legislature a burden 
of work that is beyond its competence. 

All of the foregoing considerations can be met by setting up 
each of these revenue-producing services as a subsidiary corpora¬ 
tion with its own boards of directors, its own personnel, and its 
distinct accounting, reporting, and budget system, the net results 
of the latter, however, to be tied into the general budget in the 
manner that has been suggested. By this device the conflicling 
considerations of an all comprehensive budget and independent 
consideration of the financial operations and needs of these special 
services is secured. 

It cannot be too strongly emphasized that the adoption of this 
device, instead of weakening, strengthens legislative control. Under 
iU the conduct of the financial affairs of these corporations may 
be subjected to appropriation control that is not attempted at the 
present time. The only difference from the appropriation stand¬ 
point will be that appropriations for the support of the several ser¬ 
vices will read as appropriations to be met out of the revolving 
fund of each corporation instead of from the general fund, and 
that the only appropriation required from the latter fund will be 
when the revenues of the service are not adequate to keep such 
revolving fund at a proper figure. In like manner, if it is desired, 
the comptroller or auditor can be given the same responsibility in 
respect to the audit and settlement of the accounts of those ser¬ 
vices that he has in respect to the accounts of the other services,- 

2 8preial ineiitioii is m.nde of this point, since at least one Secretary 
of the Treasury has tahen the mistaken position that the creation of 
subsidiary corporations and the use of revolving funds removed the 
services to wliich they reLaied from lioth the control of Congress and 
the Comptroller General. »See Annual Report of the Secretary of the 
Treasury, Carter Glass, for 1939, p. 326 ei seq* For a fuller statement 
of the desirability of the national government’s making use of sub¬ 
sidiary corporations, se the paper by the present writer. “The National 
Government as a Holding Corporation: The Question of Subsidiary 
Budgets ’ ’ l^ol itical Science Quarterly^j December, 1917^ and reproduced 
us a chapter in the'author’s work “The Problem of a National Budget’’ 
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The Drafting of a Budget Bill. In working out a proper 
system for determining and making provision for the financial 
needs of a government, no distinction is of greater importance than 
that between the budget and the appropriation act or acts having 
for their purpose lo put budgetary recommendations into effect. 
The failure properly to observe this distinction has been respon¬ 
sible for the unsatisfactory results that have followed many 
attempts to introduce a budget system. One, thus, often hears the 
expression “passing or enacting the budget” as if a budget were a 
legislative bill both in character and form. Ihis loose use of lan¬ 
guage IS to be regretted from every standpoint. Not only does it 
lend to obscure the fact that the lorniulation of a budget and the 
enactment of revenue and appropriation acts are distinct opera¬ 
tions, but it also ignores the essential differences in the character 
of the problems that the two present. 

A budget is essentially an information document as wc have 
repeatedly had occassion to point. As such it is desirable that it 
or the supporting documents to it, should present as detailed an 
exposition of the revenues and expenditures oi the government, 
past and prospective, as it is feasible lo prepare. It should furnish 
information regarding the general character, purpose and amount 
of governmenl expenditures, and also detailed data regarding the 
cost entailed in maintaining particular units of organization and 
in pei forming the particular activities itemized. 

The function or an appropriation act is quite distinct from this. 
It has as its purpose to authorize the issue of money from the trea¬ 
sury to meet expenditures and lo prescribe the purposes to which 
such money shall be devoted. It is evident that the accompli h- 
ment of this second purpose raises a question which is not present 
in the formulation of a budget ; that namely, of the extent to which 
it is feasible and desirable rigidly to prescribe in advance how the 
money appropriated shall be expended, A moment’s reflection must 
show that it would be both undesirable and impracticable to at¬ 
tempt lo carry this specification of how money shall be expended to 
anything like the detail in which expenditures and estimates are set 
forth in the budget. To do so would result in tying the heads of ad¬ 
ministrative officers to such an extent that it would be difficult for 
them to perform their duties properly and efficiently. It is impossi¬ 
ble to foresee all contingencies or to eslimale in advance precise 
cost. It is imperative, therefore, that the money voted for the sup¬ 
port of the government shall not be itemized to the extent that ex¬ 
penditures are reported and estimates made in the budget. For ex- 

Iiisiitiiti* for (government Kcscjirch, Studies in Administration (1918). 
A more recent work on tlio same general subjc?ct is Harold Archer Van 
Dorn, (Government Owned Corporatiom 
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ample, though expenditures and estimates may properly be given in 
detail by character and objects for each field station separately, in 
order to explain the total asked for, the appropriation itemization 
should not extend beyond the total for each station or, better still 
the total for all the stations of a like character combined. By so do¬ 
ing the legislature controls as regards the total funds to bq drawn 
from the treasury for a given purpose, but leaves to the administra¬ 
tion that discretion in respect to the application of the total to the 
several stations or to the particular objects of expenditure within a 
station that it must have if efficiency and economy in operation are 
to be secured. 

In observing this distinction, two methods of procedure are open: 
the chief executive can himself prepare, as a separate document, 
a *'budgct bill’* having for its purpose to put in to execution his 
budget recommendations; or this work of bill drafting can be left 
to the legislature. The first method is the one very generally 
employed by the states having the best developed budget systems, 
and has the endorsement of most students of financial adminis¬ 
tration. The model state constitution prepared under the auspices 
of the National Municipal League, thus, contains the provision 
that: 

At the time of submitting the budget to the legislature the 
governor shall introduce a general appropriation bill containing 
all the proposed expenditures set forth in the budget. At the same 
time he shall introduce in the legislature a bill or bills covering 
all recommendations in the budget for additional revenues or bor¬ 
rowings by which the proposed expenditures are to be met. 

The second method is the one employed by the national govern¬ 
ment. Though this system has given reasonable satisfaction in 
practice, the method of the states must be deqmed the preferable 
one at least for the states and cities. 
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CHAPTER XXXIl 

ACTION UPON THE BUDGET BY THE 
LEGISLATURE 


A budget, we have seen, is the instrument through which the 
administration gels before the legislative branch all the information 
needed by that body in order intelligently to provide for future 
operations. The formulation of a budget is, thus, or should be, 
exclusively an administrative act. With the receipt of this document 
the legislature is confronted with the task of considering and taking 
action upon its proposals. In performing this task it has to meet 
problems of organization and procedure scarcely less important 
than those involved in the formulation of the budget. 

Need Air a Single Committee on Appropriations. A prime 
feature of a budget is that it presents the entire problem of financ* 
ing the government at one time and in such a way that attention is 
concentrated on the total of expenditure needs and the relation of 
that total to the condition of the treasury and the total of prospective 
revenues. If this unity of the financial program is not to be 
destroyed, that is, if the legislature, in considering and taking action 
upon the budget, is to keep constantly in mind the bearing of its 
action upon the general financial situation of the government, it is 
imperative that it shall adopt a procedure that will ensure that this 
end be attained. There is but one means by which this can be 
accomplished; namely, by vesting entire jurisdiction over the fram¬ 
ing of appropriation bill in a single committee. 

In the national government this important step was taken by the 
House of Representatives through an amendment to its rules 
adopted on June 1, 1920. The importance of this action can only 
be appreciated by contrasting the new procedure thereby provided 
for with that which was in existence. At the time the amendment 
was made provision for expenditures was made through the pas¬ 
sage of no less than thirteen general appropriation acts, emanating 
from and piloted through the House by no less than nine different 
committees. In addition, numerous appropriations were made by 
clauses contained in acts of general legislation. The result was that 
no pretence was made by the House of formulating any general 
expenditure program having reference to the total of the funds to 
be granted. Apart from the fact that, under this system or lack 
of system, no approach was made towards the definite location of 
responsibility for recommending the voting of funds and that the 
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total amount to be voted could not be determined until action upon 
the greater part of the recommendations had been taken, this 
system was directly provocatory of extravagance and lack of bal¬ 
ance or proportion in the appropriation of the government’s money. 
This is excellently brought out by the remarks of Mr. Fess while 
arguing for the adoption of the change in the rules of the House 
to which reference has been made. 

We are trying [he said] to get away from the practice 
of providing foi‘ a i)articular activity of the government wif h 
no relation at all to the other activities of the government. 
Under tlie present system we find not only duplication but 
that the committee reporting one of these bills is anxious, 
not to hold down estimates but rather to get a large appro¬ 
priation to meet the alleged needs of the particular branch 
of t he government as estimated by the spokesman of the 
service. Another committee is equally anxious, indeed it 
may be said that every committee is ambitious for funds, 
and we sec eight committees working , not together, but 
each working for itself with no relationship whatcvei* to 
one another and with small regard to the sum total of all 
the committees. This proposed rule is intended to cure 
that, to make all of the ai)propriating agencies in one com¬ 
mittee, so that every part of that committee will be mak¬ 
ing its appropriations with reference, not onlj’^to each part 
but especially to what the whole comraiitec will ultimately 
make. This resolution is the last step to make tlic budget 
system a reality it is supplemental to the budget bill and 
is necessary to make it workable.^ 

The situation in the Senate was similar to that in the House. 
Following the example of the latter, the Senate, on March 
6. 1921, revised its rules of procedure so as to effect a like 
concentration of jurisdiction over appropriation matters in a 
single committee on appropriations. This requirement of a proper 
financial system is, therefore, now met by the national government. 

In the states there has been no such dispersion of responsibility 
in respect of jurisdiction over appropriation bills. Though practice 
varies, the general system obtaining is that of having a single 
committee consider at least all general appropriation bills. This 
system has been strengthened wherever provision has been made 
for the adoption of a budget system. The general statement may 
therefore, be made that both as a matter of principle and practice, 
the single appropriation committee system has become a feature 
of American systems of financial administration, 

Record, Juno 1, 1030. 
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Question of a Single Committee for Both Appropriation 
and Revenue Measures. Many students of budgetary reform 
have gone beyond the advocacy of a single committee on appro¬ 
priations to that of urging the vesting of jurisdiction over all 
financial measures, whether dealing with the raising or the expen¬ 
diture of money, in a single committee to be known as committee 
on finance or committee on the budget. The basis for this propo¬ 
sal is evident. As has been pointed out, an essential feature, 
indeed, one of the main ends sought to be secured by budget 
system is the consideration of both sides of the public ledger at 
the same time so that the effect of proposed expenditures upon the 
prospective treasury balance may be clearly seen. It would seem 
to be only logical, therefore, that if such a consideration of pro¬ 
posed expenditures in relation to prospective revenues were desir¬ 
able in the formulation of financial program, it would be still 
more so when these proposals are taken up for action. 

Of the justice of this position from the standpoint of theory or 
principle there can be no question. There are, however, in the 
case of the national government at least, certain practical consi¬ 
derations which probably render it inadvisable, at the present stage 
of development of a new financial system, to seek to put this 
proposal into execution. The first and, in many respects, the most 
important of these is the great concentration of responsibility and 
power in the hands of a single committee that would result from 
such action. The body which has possession of the purse-strings 
is in a position largely to control the whole field of government 
operations. The greatest obstacle to be overcome in securing a 
single committee on appropriations was the feeling in Congress 
that such action meant too great a concentration of power in the 
hands of a relatively small group of members. Had the proposal 
included the vesting in this committee of jurisdiction over revenue 
and other financial measures it would not have stood the slightest 
chance of adoption. 

A second objection that is of a still more practical character is 
the great burden of work that would devolve upon that committee. 
The duty that the present committee on appropriations now has of 
considering the expenditure needs of a government of the size, 
complexity, and scope of the national government seriously taxes 
the capacity of its membership, notwithstanding the fact that the 
size of the committee has been increased to thirty-five members. 
It would be impracticable to throw upon it the work of com¬ 
mittee on ways and means without materially enlarging its member, 
ship, and this would tend to make the committee an unwieldy body. 

Still a third objection to the union of the two committees into a 
single committee on finance or on the budget is the fact that, for 
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the most part, matters of appropriations are considered by both the 
committee and the House as non-political measures, while revenue 
bills usually have an intensely political character. The opinion is 
general that it is desirable that as far as possible political considera¬ 
tions shall be kept out of the work of determining the expenditure 
needs of the government. It would be unfortunate, therefore, if 
the committee had to concern itself with matters regarding which 
it would divide along parly lines. 

After all, the test is the manner in which a system works in 
practice. Under present conditions, the Committee on Appropiia- 
tions has clearly before it the condition of the treasury and the total 
of prospective revenues and it is guided by this information in 
determining the expenditure program of the government. The 
chairman of the Committee on Appropriations also is in constiint 
touch with the chairman of the Committee on Ways and Means, 
and there is little danger that the two will pursue suc.li divergent 
policies as will seriously disturb t!;e budgetary balance. 

When cne turns from the national to the slate and local govern¬ 
ments, the arguments in favour of a single committee having general 
jurisdiction over finance measure.^ becomes much sliongcr. I^ar- 
licularly is this so in the case of municipalilies, where the revenue 
system is more or less stabilized and gives rise to fewer questions 
of a political character. There would seem to be no objections 
to, and many advantages in, having a single comiiiitlee that will 
consider both sides of the budget. 

Question of a Joint Committee on Appropriations of the 
Two Houses. Another variation in the method of handling the 
appropriation side of the budget is that of having a single joint 
committee on appropriations of the two houses. That such a system 
has many advantages is evident. Under the existing system of 
separate committees the whole complex problem of considering 
the expenditure needs of the government is considered twice by tw^o 
bodies acting independently. Apart from the additional work 
thereby entailed, this system provokes differences of opinion that 
often threaten to deadlock the two Houses. At best, they can only 
be adjusted through resort to conference committees, whose action 
is rarely satisfactory to either House. This question, however, is 
not one that can be settled on the basis of the technical advantages 
and disadvantages of the two systems. In it is involved the greater 
question of the relative advantages of the bicameral and unicameral 
legislature and the historical precedence of the lower house in 
respect to the origination of finance measures. Until the American 
people are willing to change their altitude in respect to these two 
features of their political system, the maintenance of the present 
system of separate committees is, therefore, to be expected. 
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Need for a Systematic Scheme of Appropriation Act. 
Though as has been pointed out, there is an essential difference 
between the budget and appropriation act, the two nevertheless 
have an intimate relation to each other. One of the great advantages 
of a budget system is that it permits a listing and classification of 
all items of expenditures and estimates in such a way that their 
purpose and character may be clearly seen. Manifestly, if the 
advantages of this systematic presentation of expenditure data are 
to be preserved, the appropriation acts, representing the action 
taken upon the budget, should follow the same scheme of classi¬ 
fication that is employed in the budget, though for reasons given 
they should not enter into the same detail as in the latter, document. 
Furthermore, unless this is done, it is impossible either to compare 
actual appropriations with estimates for the purpose of determining 
the extent to which budgetary proposals have been adopted by the 
legislature or to set up the heads under which accounts of ex¬ 
penditures will be made which will develop the data required for 
the preparation of the succeeding budget. 

As set forth in the chapter dealing with the germ and content of 
a budget, the principle on which the expenditure data should be 
classified in the budget is that of bringing together in one place all 
items having to do with the cost of maintaining and operating each 
unit of organization for the support of which provision is made. 
This is the principle on which the budget provided for by the new 
Budget and Accounting Act 1921, was prepared and submitted to 
the House, One of the greatest defects of the old appropriation 
system was that not the first attempt was made to bring together 
in one bill all of the items relating to a service, or even to an 
executive department. Under that system there were, excluding 
deficiency and special appropriation acts, twelve so-called general 
appropriation acts: (!I) Legislative, executive, and judicial, (2) 
sundry civil, (3) diplomatic and consular, (4) army, (5) fortifica¬ 
tions, (6) navy, (a) agriculture, (8) Indian, (9) post office. (10) 
pension, (11) District of Columbia, and (12) river and harbour. 
These acts in large part cut squarely across organization lines. 
Thus, for example, provision for the War Department was made: 
partly in the legislative, executive, and judicial, partly in the sundry 
civil, partly in the army, partly in the fortifications, and partly in 
the river and harbour acts. What was true of this department was 
more or less true of all departments. The result was that not only 
did Congress make no attempt to consider the problem of financing 
the government as a whole but it did not even consider at one time 
the total needs of any of the great divisions of the government. A 
more unsympathetic and unsatisfactory system of determining and 
making provision for the expenditure needs of the government, it 
would be difficult to devise. 
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To correct this condition of affairs, the Sixty-seventh Congress, 
at its second session, which was convened in December, 1921, and 
received the first budget under the new system, entirely recast its 
appropriation bill system so as to make it conform to the grand 
divisions of the budget, which in terms conformed to the organi¬ 
zation of the government into branches, departments, and establish¬ 
ments and, within the departments, to their bureaus or other major 
subdivisions. 

It is difficult to exaggerate the importance of this change. From 
the information standpaint, it m^an^ that members of Congress and 
the public can readily see the total of expenditures and estimates 
for any dcparlment or district service and the items entering into 
such total. From the standpoint of action upon the estimates, it 
means that a single subcommittee will consider the entire expen¬ 
diture proposals of a department, that the result of its determina¬ 
tion will be embodied in a single bill, and that the House and 
Senate will be enabled at one time to consider and take action upon 
the entire needs of a branch of the government department, or ser¬ 
vice. From the standpoint of accounting and reporting, it means that 
the main accounts of the government, which necessarily follow 
appropriation heads, will record expenditures according to organi¬ 
zation units and that the report of expenditures will be along the 
same lines. One has only to contrast this system with the old system 
under which items relating to the same department or bureau were 
scattered through the book of estimates, where the expenditure 
needs of a department or bureau were considered by a number of 
distinct committees or subcommitiees, whsre appropriations for 
departments or bureaus were carried in a number of different bills 
and considered by Congress at different times, to appreciate the 
significance of the change from almost every standpoint of financial 
administration. Until this .step had been taken, it was impossible 
to get the full benefits of the new budget sy.stem. 

Question of a Single Appropriation Act. One of the most 
valuable features of the budget is that it permits of a consideration 
at one time of the entire financial needs of the government. If the 
advantage is to be preserved it follows that it is desirable that this 
Committee on Appropriations should embody the results of its 
consideration of the budgetary proposals in a single appropriation 

bill. 

It the case of the states, municipalities and other minor political 
bodies, there is no reason why this desirable procedure should not 
be employed: and, in point of fact, this is what is done in most cases. 
When one turns to the national government, however, there are 
certain practical difficulties which make this procedure almost 
impossible. There are the magnitude and diversity of operations, 
to be financed and the lack of time in which to give th :m due con¬ 
sideration. As will be shortly shown, an important part of the 
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work of the commiltee on Appropriations of the House consists 
in the holding of elaborate hearing on the budget proposals, to 
which the heads of services and other officers are summoned for 
the purpose of obtaining from them explanations regarding the 
need for funds asked and the purposes to which it is intended to 
devote such funds. The holdings of these hearings necessarily 
consumes a considerable length of time. After these hearings have 
been held, the subcommittees have then to meet and decide upon 
their action. This action has then to be passed upon by the 
Committee on Appropriations as a whole. Following this, comes 
the consideration of the committee’s proposals on the floor of the 
House, after which the bill goes to the Senate, where a similar 
chain of operations has to be gone through with. And finally, there 
is the necessity for the differences between the two Houses being 
adjusted by conlerence committees and accepted by the two 
Houses. A procedure that did not permit of the House entering 
upon a consideration of expenditure proposals until the Commiltee 
on Appropriations had performed all of its work, or of the Senate 
considering such proposals until the House had acted upon all parts 
of the expenditure proposals, would mean tint action upon the 
budget would have to be deferred until towards the end of the ses¬ 
sion, when there is great pressure of the other business, and that 
nothing like the thorough consideration that is now given to 
appropriation mailers could be had. Particularly would this be 
the case every other year, when the session of Congress, in accor¬ 
dance with constitutional limitations, must come to an end on 
March 4. 

It follows from these conditions that the appropriation pro¬ 
cedure must be such as to permit of the concurrent consideration 
of expenditure proposals by the committee on Appropriations, 
by the House, and by the Senate. This can only be secured through 
the use of a number of appropriation bills so that while the Com¬ 
mittee on Appropriations is considering one bill, the House can be 
considering another, and the Senate still a third. Theoretically 
desirable as it is that the total expenditure program shall be con¬ 
sidered at one time, practically, this cannot be done in the case of 
the national government. A system under which each branch of the 
government and each important department is taken up separately, 
such as is now in force, represents, therefore, the best that can be 
done. 

In judging this syslern, it is important to note that its disadvan¬ 
tages, in comparison with that of a single appropriation bill, are 
not as great as might at first sight appear. In the first place, the 
Committee on appropriations, in which responsibility for action 
primarily rests, has belore it the entire expenditure program, and 
can, thus, keep constantly in mind the bearing that any specific 
action recommended by it has upon the problem of Jinancing the 
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government as a whole. This fact is of great importance, since a 
study of congressional action upon appropriation bills shows that 
such bills are adopted by the Congress substantially as reported by 
the committee. Secondly, both Houses of Congress have definite in¬ 
formation regarding the expenditure program and its bearing upon 
the treasury balance and prospective revenues as set forth in the 
President’s budget. Tho'igh considering this program piecemeal, 
they can, nevertheless, always see whether the bills as reported 
by the Committee on Appropriations call for expenditure less than 
or in excess of, those provided for in the budget. In a word, the 
system of a number of appropriation bills still leaves it possible 
for Congress, in considering them, to be guided by the bearing that 
their proposal has upon the general financial condition or prospects 
of the government. 

In the states and cities where the work of financing the govern¬ 
ment is relatively so much lighter, it is entirely feasible for use 
to be made of a single appropriation bill, and this is, in fact, the 
system almost universally obtaining. 

Power of legislature to Modify Budgetary Proposalg. In 
the movement for budgetary reform in the United Siates. few ques¬ 
tions have received greater attention than that of the extent to 
which the legislature shall have power to modify the revenue and 
expenditure proposals contained in the budget. On this matter the 
advocates of budgetary reform have been sharply divided. Those 
favouring the placing of limitation upon the power of the legislature 
have demanded what is designated as an “executive budget.” This 
is an unfortunate term, since practically all persons desiring the 
establishment of a budget system agree that the formulation of 
the budget should be an executive act. What is really meant by 
this term is that the executive shall not only formulate the budget 
but also in large degree determine the action that shall be taken 
upon it. The restrictions that proponents of this system desire to 
have imposed upon the legislature are that the legislature may not 
appropriate money for a purpose that is not estimated for in the bud¬ 
get or increase the amount of an appropriation that is recommended. 
This advocated restriction on the appropriating power of the legis¬ 
lature represents that distrust of the legislative branch that has 
apparently been growing during recent years and has led to the 
numerous constitutional restrictions upon the powers of legislatures 
that they have found their way into the state constitutions adopted 
during the past fifty years. Secondly, it is intended to do away with 
the evils of special legislation as represented by the“pork barrel.’* 
The position is taken that, so long as the legislature has the power 
of initiating expenditure proposals, advantage of that power will 
be taken by individual members to secure, through the familiar 
log-rolling device, appropriations for the benefit of their particular 
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district which have no adequate justification from the general 
welfare standpoint. This danger, it is held, is not present when 
proposals for expenditures are made by the chief executive, since, 
first, he represents the entire state instead of only a part, and 
second, his responsibility for recommendations is more apparent. 
Finally, the fact that Great Britain’s budgetary system, a central, 
feature which is the inability of Parliament to modify executive 
proposals, has given such good results in practice served to furnish 
an argument for the adoption of a similar system in this country. 

Though the force of these arguments must be recognized, they 
are not, in the opinion of the writer, sufficiently strong to warrant 
the adoption of this system generally in the United States. The 
first and most important objection to this system is that it does 
violence to one of the most fundamental principles of our political 
system. No feature of that system is more firmly established 
than that the legislative branch is the policy-determining, fund¬ 
raising, and fund-granting organ of the government. Until the 
Ameiican people are willing to adopt the principle of responsible 
government, under which primary responsibility for both formu¬ 
lating and securing the adoption of a government program rests 
in a cabinet composed of a premier or chief executive and the 
heads of the most important administrative departments, it is a 
mistake to adopt practices and procedures that lessen this respon¬ 
sibility of the legislature or divide it with the executive. Through¬ 
out this work the position has been taken that one of the leading 
defects in our governmental system lies in the failure to vest 
in the chief executive all of the powers and duties of an 
administrator-in-chief and the concomitant development of means 
by which his acts as such may be currently supervised and controlled. 
The position taken, in a word, is that the relationship that should 
exist between him and the legislature is that existing between 
general manager and the board of directors of a business corpora¬ 
tion. It is our belief, therefore, that, though the responsibility for 
the framing of a budget should rest squarely upon the chief execu¬ 
tive, that of taking action upon such budget should rest with equal 
definiteness upon the legislature. 

It is believed furthermore, that the evils which have marked the 
legislative determination of appropriations in the past have been 
largely due, noi so much to the possession of this power by the 
legislature as to these facts, that it has not had before it a definite 
and comprehensive appropriation program such as is furnished by 
an executively formulated budget; that its responsibility for depart¬ 
ing from the recommendations of the administration with respect to 
Its needs could not, therefore, be clearly brought home to it; that it 
had not adopted proper methods of procedure lor the handling of 
appropriation measures; and that it had not set up adequate means, 
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through the establishment of a proper system of accounts, audit, 
and reports for performing its function of supervision and control. 
It is our belief that when suitable provision has been made for 
meeting these requirements, the abuses now undoubtedly existing in 
respect to the voting of public funds will be largely, if not wholly, 
eliminated, 

There is another phase of this question which, if due considera¬ 
tion is given to it, should cause the proponents of this system to 
hesitate in their advocacy. This is the fact, too often lost sight of, 
that a budget is, not merely a financial, but also a work program. 
It represents the opinion of the chief executive as to what activities 
the government should enter upon and the scale on which they 
should be undertaken. Specifically, it presents his recommendations 
in respect to the work of the government in the field of public 
education, public health, public work, and all the other fields 
of government action. From the negative standpoint, it represents 
his judgment as to what should not be done, as made known by his 
failure to recommend appropriations. If the budgetary proposals 
of the chief executive are to have binding force, this means that 
a chief executive unfavourable to a particular line of work can either 
prevent its being undertaken or, if it is already undertaken, starve 
it by inadequate appropriations. It is more than questionable 
whether it is desirable to vest any such power in the hands of a 
single officer who is not politically responsible, as is the premier 
under a system of responsible or cabinet government, 

A final argument that has been brought forward in support of 
the system of limiting the appropriation powers of the legislature 
is that this is the system possessed by Great Britain, which for 
years has been held up as a model of efficiency. In reply to this, 
two things should be pointed out. The first is that this system 
is a necessary consequence of, indeed, an essential feature of, the 
British political system, under which the ministry is primarily the 
policy-determining organ of government and means are provided 
by which it can be held responsible politically for its acts, while 
it does direct violence to the American political system, the most 
essential feature of which is that the determining function resides 
in the legislative branch. It does not, by any means follow, there¬ 
fore, that because an institution works well in connection with a 
political system with which it is in accord, that it will give equally 
favourable results when made a part of another political system 
with which it is not in accord. 

The second point is that the British system has not in fact given 
complete satisfaction in recent years. Prior to the World War, the 
fact that the expenditure program of the ministry was subject to 
no effective criticism and change was made the subject of increas- 
ing criticism. While the United States was looking to Great Britain 



440 


PRINCIPLES OF PUBLIC ADMINISTRATION 


for information to aid in solving budgetary problem Great 
Britain was lamenting the fact that its ministerial expenditure pro¬ 
posals were not subject to that searching scrutiny and curtailment 
that the administrative proposals received in the United States at 
the hands of the House Committee on Appropriations and the two 
Houses themselves. This is evidenced by the creation in 1912 of 
a Select Committee on Estimates. The experiences of the war 
greatly strengthened this feeling. In 1917 provision was made for 
the appointment of a Select Committee on National Expenditures 
to consider the whole situation. In a report submitted by this 
committee in 1918. the position was unequivocally taken that the 
system under which the budget proposals of the ministry were sub¬ 
ject to no change not acceptable to the ministry was thoroughly 
unsatisfactory. In the report the committee said:'^ 

The replies (to questions of inqiiiiy sent out) show, 
with few exec|)tions a consensus of opinion that the present 
system of Pailiarnentary control over expenditure is in¬ 
adequate. In that view we concur. Indocd our terms of 
reference themselves, inviting proposals to render eonti’ol 
more effective, indicate that the House is nol satisfied with 
the existing procedure,... 

The presentation of estimates to Parliament serves no 
doubt, a useful pui'posc. It secures publicity for the sums 
which they include and fixes rcspon.sibiiity for their expen¬ 
diture. It has an indirect intluencc also on IMinisters and 
Departments, since there is always the possibility that any 
item may be selected and challenged. The debates in the 
Committee of supply are indispensable for the discussion 
of policy and administration. But so far as the direct 
effective control of proposals for expenditure is eoncerned, 
it would be true to say that if the estimates wore never 
presented, and the (-ommittee of Supi)]y never set up there 
would be no not iceable difference. Indeed a large part of 
the estimates are formally passed, year after year under 
the closure at the end of each session without even the 
appearance of discussion; while every estimate, whether 
closured or not, emerges from the Parliamentary process in 
precisely the same shape as it entered it, yet it cannot be 
contended that there is never an occasion in any year, or 
under any head, on which proposals for expenditure could 
with advantage bo reviewed and amended. 

The estimates undergo in normal times a close examina¬ 
tion by the Treasiuy before they are presented. But the 
Treasurv is itself a part of the Executive. When any Depart¬ 
mental Minister has secured the i)crsonaJ assent of the 
^Reports from tlie Select Conjmitlec on National Expenditure, ^5. 
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Chancellor of the Exchequer to any proposal which he de¬ 
sires to insert, or to retain in his estimates, the Trcasuiy is 
necessarily silent. Treasury controi, invaluable as it is 
up to a point, is not a vsubstitute foj* Parliamentary control. 

To meet this situation the committee recommended that provision 
be made for a Standing Committee on Estimates, whose duty it 
would be to examine budgetary proposals for expenditures in the 
same way as is done by the Committee on Appropriations of the 
American House of Representatives, that this committee have 
authority to recommend the reduction or elimination of items not 
involving matters of policy, and that the House of Commons in 
Committee on Supply have power to reduce estimates of appro¬ 
priations even against the opposition of the ministry without such 
action being deemed to be a vote of lack of confidence except in 
those cases where the ministry declared that it would place such 
an interpretation on the vote. 

As has been pointed out, advocates of the British system base 
their advocacy on two assumptions; one. that the executive can 
more intelligently determine expenditure needs ; and, the other, 
that legislative bodies are likely to exhibit extravagance in the 
voting of public money. The validity of both of these assumptions 
may be challenged so far as the national government operating 
under its present budget system is concerned. It may be, and 
probably is, true that an executive agency, such as the Bureau of 
the Budget, can better determine in the first instance the expendi¬ 
ture needs of the government than can a lagislative agency, such as 
a committee on appropriations. If the choice lay between the use 
of one of the agencies alone, preference should probably be made 
of the executive agency. No such choice, however, has to be made 
in the national government. Here, use is made of both agencies, 
and in practice both agencies have shown a commendable desire 
to keep down appropriations. Under the English system, requests 
for funds as they emanate from the spending services are critically 
examined by only a single agency, the Treasury. Under the United 
Slates system they are subject to two similar scrutinies, that by 
the Bureau of the'Budget and that by the House Committee on 
Appropriations. 

In making this comparison of the British and American systems 
it is a matter of no little interest to note that the budget system 
of the national government, which rests upon the principle of leav¬ 
ing to the legislature full power to modify budgetary proposals, 
has been fully as effective as the British system in keeping down 
appropriations. Without exception, the total of appropriations, 
since the new system was established six years ago. has been iess 
than the total asked for the President. Furthermore, such changes 
as have been made in the budgetary proposal have related to a 
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comparatively few items, the great bulk of the proposals being 
accepted substantially as formulated. 

In point of fact, three systems for determining expenditure 
grants are available: one where the executive is the determining 
body, one where the legislature is the determining body, and one 
where the determination is made by the two bodies acting together. 
England has the first of these systems; in the United States the 
second system generally prevailed prior to the recent movement 
for budgetary reform; the third is the system under which the 
budget is handled by the national government. The English 
system is probably superior to the system that existed in the United 
States in the past. It may well be that the third system now 
possessed by the national government is superior to either of the 
other two; or, if this is not so, that it at least represents the best 
solution of the p.»-oblem that is possible under our political system 
of separation of powers.'* 

In the foregoing we have sought to examine the proposal for 
the restriction of the appropriation power of the legislature on its 
technical merits, the conclusion reached being, that each proposal 
was not one that could be grafted upon the American political 
system until the American people were willing to go much further 
and accept the general principle of the responsible government. 
A special objection to this system in the case of the national 
government lies in the fact that it is not unusual for the chief 
executive and one or both of the House of Congress to be of 
different political affiliations. Under an e.xecutive budget system 
a situation would often arise where a President of one political 
affiliation could make his will prevail over a Congress of the 
opposition political complexion, notwithstanding the fact that such 
Congress may have received its mandate from the people at a 
date later than that of the President. It is impossible to conceive 
of the American people acquiescing in such a complete negation 
of the fundamental principle of popular government. Were there 
no other objection to the proposal for an executive budget system, 
this feature in itself would remove it from the domain of practical 
politics. 

3 For nn account of the British Budget System, see W. F. Willough¬ 
by, W. W. Willoughby, and S. M. Lindsay, The System of Financial Ad¬ 
ministration of Great Britain, Institute for Government Bescarch^ 
Studies in Administration (I917y ; Col. A. S. V. Durell, The Principles 
and Practice of the System of Control over Parliamentary Grants 
(London, 1917) ; Henry Higgs, National Economy : An Outline of 
Public Administration (London, 1917) ; E. H. Davenport, Parliament 
and the Taxpayer (London, 1918) ; Henry Higgs, Financial Beform 
(London, 1924) ; J. W. Hills, The Finance of Government (London 
1925) ; and the reports of the Select Committee on Public Expenditures 
(London 1917-18). * 
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A further fact to which great weight should be attached is that 
the adoption of this system can. except possibly in a few cases, be 
secured only through the process of constitutional amendment. 
Due to the difficulties in the securing this action, it would seem to be 
the part of wisdom that present effort should be concentrated upon 
securing the adoption of a system calling for an executively formu¬ 
lated budget, the improvement of the procedure of the legislature 
in handling this budget after it is secured, and the perfection or 
the means for controlling actual expenditures through the installa¬ 
tion of proper accounting, auditing, and reporting methods. After 
these ends have been attained it will be in order to consider the 
extent to which executive proposals shall have binding force 
through limitations placed upon the legislature to modify them. 

Though no state has adopted the British system in its entirety 
some have gone part way in this direction and have imposed rigid 
restrictions upon the power of the legislature to originate appro¬ 
priation bills or to modify those originating with the executive 
In the adoption of this policy the lead was taken by Maryland, 
which in 11)16 made provision for a budget system by constitu¬ 
tional amendment. As this system represents one of the important 
types of budget systems in the United States, it is desirable to 
reproduce the provisions of the amendment in so far as it relates 
to the procedure prescribed in the handling of appropriation 
measures. After vesting in the Governor the duty of formulating 
the budget, the amendment continues: 

The Governor shall deliver to the presiding officer of 
each house the budget [i. e., one for cadi year of the 
biennium] and a bill for all the proposed aiipropriations of 
the budgets dearly itemized and classified ; and the presid¬ 
ing officer of each house shall promptly cause said bill to 
be introduced therein, and such bill shall be known as the 
‘‘Budget Bill_ 

The General Assembly may amend the bill by increas¬ 
ing or diminishing the items therein relating to the General 
Assembly and by increasing the items therein relating to the 
judiciary, but except as hereinbefore specified may not 
alter the said bill except to strike out or reduce the items 
therein; jirovidcd, however, that the salary or compensa¬ 
tion of any public officer shall not be decreased during 
his term of office; and such bill when and as passed shall 
be a law immediately without further action by the 
Governor. 

The Governor and such representatives of the execu¬ 
tive departments, boards, oflSeers and commissions of the 
state expending or applying for state’s moneys, as have 
been designated by the Governor for this purxiose, shall 
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havo the right, and whoa requested by cither House of the 
Legislature, it shall be their duty to apj>ear and be heard 
with respect to any budget bill during the consideration 
tlioi/eoi, and to answer inquiries relative thereto. 

Neither House shall consider other appropriations until 
the Biidgiq, Bill has been finally acted upon by both houses, 
and no such other appinpriation shall be valid except in 
aceordaiiee with the provisions following: fl) every such 
appropriation shall be embodied in a separate bill limited 
to some single work, object or x)urj)Ose therein stated and 
callel hei*ein a Supplementary Appropriation Bill? (2) 
each Supplenienlary Appropriation Bill shall provide the 
revenue necessary to jjay the apx)ropria.tiou thereby made 
by a tax, direct or indirect, to be laid and collected as 
shall be directed in said Bill; (3) no ASfUppiementary Ap- 
])roj)riation Bill shall become a law unless it be passed in 
each house by a vote of a majoritj’' of the whole number of 
the members clecled: and the yeas and nays recorded on 
its final passage; (4) each Supplementary Appropriation 
Bill shall 1)0 presented to the tJlovernor of the State as 
provided in Sretion 17 of Article II of the constitution and 
theroa fl er all pi*ovisions of said Sect ion shall apply. 

The essential features of this system are that proposals for 
the voting of funds for the general support of the government 
shall originate with the executive, that such proposals, in so far 
as they have to do with the executive or administrative branch, 
may be reduced but not increased; that the Governor or his rep¬ 
resentative may appear befo»”e the legislature in support of the 
executive proposals; that the consideration of no bill providing 
for an appropriation other than those contained in the budget 
shall be in order until the budget bill has been finally acted upon 
by both houses; and that thereafter no bill providing for additional 
appropriation may be enacted that does not provide for the rais¬ 
ing of the money so voted by the imposition of a special tax for 
that purpose. 

This system has been copied by four or five other states. It 
is significant, however, that several of these states have subsequ¬ 
ently abandoned it in so far as it provides for restrictions upon 
the power or the legislature to add or increase budget proposals for 
the administrative branch. Of this system. Mr. A. E. Buck, one 
of the leading students of budgetary reform in this country, has 
the following to say:^ 

Only the M.iryland budget ameiidineut and those amend¬ 
ments or laws which have been cox)ied from it have placed 

4A Model State Constitution. Prepared by the Committee ou State 
Government of the National Municipal League. 
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upon the power oJ! the legislature to increase the governor's 
budget proposals. Of the five states which adopted the 
Maryland provision, New Mexico and Nevada have elimi¬ 
nated it from their budget laws. Utah eliminated this pro¬ 
vision at the 1923 session of the legislature. Indiana's pro¬ 
posed budget amendment (copied from Maryland) failed to 
pass the 1921 legislature largely on account of this provi¬ 
sion. West Virginia has the provision embodied in a cons¬ 
titutional amendment. The cxiiericnce of both Maryland 
and West Virginia on this point has not been very satis¬ 
factory. In fact an attempt was made to amend the budget 
section at the 1923 session of the West Virginia legislature. 

This experience of Maryland and the states that sought to follow 
its example would seem to indicate that the system of an executively 
determined as well as executively formulated budget on the British 
model is not likely to find favour in the United Slates and that the 
principle underlying the national budget system is the one that will 
generally prevail. 

Up to the present time we have been considering only the 
question of the power of legislature acting as a whole to modify 
executive estimates of expenditure needs. Quite a different ques¬ 
tion is that of the power of individual members of the legislature 
to influence appropriations, either by introducing measures calling 
for an appropriation of public funds or proposing amendments to 
appropriation bills as reported by the committee on appropriations. 
One can well believe that, under our existing political system, 
no limitation should be placed upon the legislature in acting upon 
executive expenditure proposals and at the same time hold that 
more or less severe limitations in respect to this matter should be 
placed upon the action of members acting individually. This is a 
matter that is well within the legal competence of our legislative 
bodies, to be handled as they see fit in the drafting of their rules 
of procedure. The limitation on the power of individual members 
in respect to the initialing or securing of appropriations can be 
secured in various ways ; by providing that no individual and no 
committee other than the committee on appropriations may intro¬ 
duce a measure providing for an appropriation of public funds ; 
by permitting such action but providing that all such measures shall 
be referred to the committee on appropriations and be considered 
by it in framing its general appropriation bills ; by providing that 
no committee other than the committee on appropriations shall 
report out a bill carrying an appropriation; and, finally, by impos¬ 
ing restrictions upon the right of individual members to propose 
amendment to appropriations calling for the insertion of any new 
item or the increase of any item already in the bill, or in doing 
away with that right altogether. 
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It would take us too deeply into the matter of legislative pro¬ 
cedure to consider the merits of these several methods. All that 
it is pertinent to say is that none of the arguments against restrict¬ 
ing the power of legislatures as a whole in respect to the appropria¬ 
tion of funds applies to limitations of this character. On the 
contrary, just as it is desirable to concentrate the function of 
formulating an expenditure program in the hands of a single 
agency, the chief executive, so much can be said in favour of se¬ 
curing a like centralization of responsibility within the legislature 
for acting upon such program. As regards the national government, 
important restrictions have been placed on the powers of individual 
members and other committees in respect to the amendment of 
appropriation bills and the reporting out of measures carrying an 
appropriation. These restrictions will be considered in the next 
section dealing with the jurisdiction of the committee on appro¬ 
priations, its powers and duties. 

Distinction Between Acts of Appropriation and General 
Legislation. Among the practical problems of legislative pro¬ 
cedure upon budgetary proposals is that of determining the juris¬ 
diction of the committee on appropriations. Fundamentally, the 
problem that is presented is that of distinguishing clearly between 
the two operations of Q) authorizing the administrative service 
to engage in activities, determining their powers and organization 
and methods of procedure in so doing ; and (2) that of voting 
the money required in order to meet the expenditure thereby en¬ 
tailed ; and of determining the extent to which the committee on 
appropriations shall have power in respect to both operations, or 
only the latter. 

To make this point clear, there is evidently a wide difference 
between the enactment of a law providing for the establishment 
of a service of the government, defining its duties and powers, 
and setting forth in more or less detail the character of its organi¬ 
zation and personnel, and the voting of the money required by such 
service in order that it may perform the functions for which it 
has been created. In like manner there is a clear distinction between 
the enactment of a law authorizing or providing for the construc¬ 
tion of a public building or other public work or the engaging 
in an activity and ihe grant ol funds with which to meet the expen¬ 
diture thereby entailed. 

This dislinclion raises in an acute form the important question 
as to whether, in operating a budget system, these two operations 
shall be kept rigidly distinct and provided for by separate acts 
of legislation, or w'helher both shall be provided for by the legis¬ 
lative proposals emanating from the committee on appropriations 
having for their purpose to put into effect the budgetary proposals 
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of the chief executive as modified by the committee. In the national 
government this distinction runs throughout the rules of Congress. 
It delimits the jurisdiction and powers of the committees on general 
legislation on the one hand and the Committee on Appropriations 
on the other, and determines the nature of the amendments that 
may be proposed to the two classes of measures while they are 
under consideration. 

With one exception, which will be presently noted, the rules 
rigidly prescribe that all proposals of general legislation shall be 
referred to the proper committees on general legislation, and that 
all proposals calling for the appropriation of money from the 
treasury shall be referred to the committee on appropriations; that 
the committee on general legislation shall not have authority to 
include in bills reported by them clauses providing for the appro¬ 
priation of money; and that the Committee on Appropriations shall 
not have authority to include in bills reported by it clauses provid¬ 
ing for general legislation, with the single exception that such 
clauses may be inserted if they have for their purpose to reduce 
expenditures: and that no amendment calling for an appropriation 
is in order to a bill of general legislation, and no amendment calling 
for general legislation is in order to an appropriation bill while 
those bills are considered by the House. 

The significance of these provisions from the standpoint of 
providing for the needs of the government is that such provisions 
involve the taking of two distinct steps : first, the passage of an 
act of general legislation authorizing or directing the government 
to do a certain act or prescribing the powers, duties, organization, 
and procedure of a service ; and second, the passage of another 
act appropriating the money by which this direction or authorization 
may be put into effect. The two acts are not only distinct, but 
the bills providing for them are handled by separate committees. 
To illustrate, all bills authorizing or directing the erection of public 
buildings must under the rules of the House, be referred to the 
Committee on Public Buildings ; all bills for the improvement of 
rivers and harbours, to the Committee on Rivers and Harbours; all 
bills providing for governmental activities in relation to agriculture, 
to the Committee on Agriculture ; and so in reference to all other 
proposals calling for work of the government, each goes to its ap¬ 
propriate committee. These committees consider the desirability of 
the government undertaking the work called for and report out bills 
embodying their conclusions. These bills may not contain clauses 
appropriating money for putting their conclusions into effect. They 
do, however, contain provisions, “authorizing-* appropriations 
and fixing the limits of the appropriations so authorized. Not until 
acts of this kind have been passed does the Committee on Appro¬ 
priations have authority to include in the appropriation bills re- 
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ported by them, items for engaging in work not previously authorized 
It will be ^een that one committee passes upon the desirability 
of a new project and fixes the maximum sum that may be voted 
for its execution, and another committee, the Committee on Appro¬ 
priations, passes upon the desirability of voting funds for is 
execution. 

The reasons leading Congress to adopt this system were these. 
A large part of the work of Congress consists in acting as a 
board of directors for the government corporation ; that is deter¬ 
mining administrative policies, the activities tliat the government 
shall engage in. the organization and procedure of the services 
for performing such activities, the funds that shall be available 
for meeting the expenditures thereby entailed, etc. The policy of 
granting to committees on general legislation the power to report 
out bills covering matters both of general legislation and appro¬ 
priations had been tried and proved a failure. Under it, respon¬ 
sibility for the expenditure program was diffused and rested 
largely in the hands of committees seeking grants from the treasury 
rather than the protection of the treasury. To have vested complete 
control over the authorizing of expenditures as well as the the grant 
of fund with which to put these authorizations into effect in the 
hands of a single committee, the Committee on Appropriations, 
would have meant enthisting to this one committee practically the 
entire jurisdiction in respect to governmental policies and opera¬ 
tions. The feeling was that no one committee could properly dis¬ 
charge the duties that would thereby be thrown upon it. Apart from 
the great burden of work that has to be done, its variety is such 
that it can only be efficiently performed by bodies which are in a 
position to specialize upon and become experts iii particular lines 
of work. The committees on general legislation represented such 
specialized agencies, the Committee on Agriculture in respect to 
activities falling in its field, the Committee on Rivers and Harbours 
in respect to the need for river and harbour improvements, etc. 
Apart from these considerations was the fact that the members of 
the House were unwilling that a single small group of men should 
have such great powers and the remaining great majority have little 
direct vote in determining administrative policies that should 
come before the House for consideration. 

All things considered the decision of the House to make the 
distinction that has been described between the authorization of 
expenditures and the appropriation of money with which to meet 
such expenditures, must be deemed to have been a wise one. 

The system, nevertheless, gives rise to certain difficulties in its 
operation, the chief of which is the adjustment of differences 
between the committees on general legislation and the Committee 
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on Appropriations. If the authorization of appropriation is to be 
deemed as a mandate to the Committee on Appropriations to vote 
the funds, the real authority and responsibility for determining the 
expenditure program of the government passes from the Committee 
on Appropriations to the several committees on general legislation, 
and thus is produced a condition of affairs which it was the purpose 
of the revision of the rules effected at the time that the Budget 
and Accounting Act was passed to correct. 1 his position, moreover, 
ignores the fact that th(e problem of financing the government 
involves other factors tlian that of the absolute merit of the authori¬ 
zations for the appropriation of funds taken individually. These 
other factors are the relative merits and urgency of the authoriza¬ 
tions, the condiiion of the treasury, the total of prospective income 
and the general policy of the government in respect to such matters 
as retrenchment, the payment of the public debt, and the reduction 
of taxation. 

If, on the^ other hand, the Committee on Appropriations takes 
the position that the. e acts of general iegisialion are mere expres¬ 
sions of the willingness on the pan of Congress that the appropria¬ 
tions aulhorized shall be made and that the coinuiillee is free to 
ignore them and to use its own judgment as to whether they shall 
be rendered effective through the grant of funds the Committees on 
Appropriations has in effect a veto on the acts of the conimlttees on 
general legislation in so far as the determination of the activities 
of the government is concerned. 

This situation is one that cannot be met by any formal rules. 
The only solution open is that of the adoption of a policy that 
avoids taking either of the two extreme positions but sects a middle 
ground. This, in fact, is what has been done. The Committee 
on Appropriations, while not looking upon acts authorizing the 
appropriation of money as orders which it is compelled to put into 
effect, nevertheless seeks to meet the wishes of Congress as ex¬ 
pressed in such acts as far as it can do so consistent with meeting 
its other obligations of seeing that the total of expenditures 
authorized is not out of proportion to the general program of the 
government in respect to debt reduction of taxes, etc. 

As a means of relieving the situation, the present writer, prior 
to the adoption of the budget system, recommended that the Com¬ 
mittee on .Appropriations be composed ex officiis of the chairmen 
and ranking members of the opposition of the impc>i tant com¬ 
mittees on general legislation.^ This suggestion has in part been 

Corrolatioii of the Orgaiiizrition of Congress willi tliat. of tlio 
Executive. ^ ^ Amoriemi I Vilitical Si*iiMU‘C Association, l^roceeding, iJil.’i 
14. liepuhl islied as a chapter in the author’s volmiio, '‘The Prol»Uan 
of National Budget,” 
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acted upon by Senate* whose rules provide that three members 
of the more important committees on general legislation shall serve 
on the Committee on Appropriations when the estimates relating to 
the subject matter of their committees are under consideration. 

So far as is known this distinction between acts of general 
legislation and acts of appropriation has not been given any 
special consideration by the states in forming their budgetary 
procedure. Nor is there the same necessity for doing so, since the 
work of determining the government’s activities and providing for 
its financial needs is relatively so much lighter. 

Legislative Hearings on Appropriation Bills. A prominent 
feature of the national budget system is the thoroughness with 
which the House Committee on Appropriations and to a less extent 
the Senate Committee on Appropriations, examines into the expen¬ 
diture proposals contained in the President’s Budget. For this pur¬ 
pose the House Committee, which is composed of thirty-five mem¬ 
bers, sets up subcommittee for the consideration of its separate 
appropriation bills that are to be framed on the basis of the 
budget. These committees hold elaborate hearings, at which the 
heads of departments, bureau chiefs, and other administrative 
officers are summoned to give testimony regarding the needs of 
their respective service as set forth in the budget. These hearings 
are reported stenographically and printed so that the testimony 
produced is available, not only to the members of the committee, 
but also to all members of both houses for use at the time that the 
bills are under consideration for amendment and action. At these 
hearings a great mass of information regarding the operation and 
financial requirement of the service is secured and on the basis of 
this information certain changes, the aggregate result of which is 
a reduction in estimates, are made. It has been pointed out that 
no such legislative scrutiny of executive proposals is made under 
the British system and that this lack of legislative review is con¬ 
sidered by many members of Pailiament a serious defect in that 
system. 

In the states there is a general agreement that the legislative 
hearing upon the budget is an essential feature of satisfactory 
budget system. This finds expression in the provision contained 
in the model state constitution drafted under the auspices of the 
National Municipal League, that : 

The legislature shall provide for one or more public 
hearing on the budget, either before a committee or before 
the entire assembly in committee of the whole. When re¬ 
quested by not less than one-fifth of the members of the 
legislature it shall be the duty of the governor to appear 
in person or by a designated representative before a 
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committee thereof, to answer any inquiries with respect to 
the budget. 

Whether expressly provided by law or not the holding of hear¬ 
ings of this kind is very general on the part of the states having a 
budget system. These hearings differ from those held by the 
Committees on Appropriations of Congress in that they are usually 
less thorough, and are not reported stenographically and printed. 

The Problem of Deficiency Appropriations. In theory, the 
general appropriation act. or acts, formulated on the basis of the 
budget should make complete provision for the expenditure needs 
of the government during the year to which they relate. In practice, 
this desirable condition of affairs, in the case of national govern¬ 
ments at least, rarely occurs. Almost invariably the legislature is 
confronted with the necessity for the making of such additional ap¬ 
propriations. The need for making additional appropriations is 
universally recognized as an evil. Apart from all other considera¬ 
tions such appropriations throw the budgetary estimates out of 
balance and if they amount to any considerable sum may destroy 
the whole scheme of financing that has been decided upon. They 
are furthermore, demoralizing in that they tend to weaken the res¬ 
ponsibility that the administrative services are under to live within 
the means that have been granted to them. For these reasons all 
legislatures seek to set up safeguards to prevent the administrative 
services from coming before them for additional grant of funds. 
Unfortunately, however, thoscj safeguards are rarely more than 
partially effective. It is a matter of no little importance, there¬ 
fore, to determine what these safeguards are and what further may 
be done toward attaining the end sought by them. 

In considering this problem it is desirable at the outset to dis¬ 
tinguish between deficiency appropriations, properly speaking, and 
supplemental appropriations. No matter how carefully future 
needs may be considered, it is impossible to foresee a year or more 
in advance all contingencies calling for the expenditure of money. 
Whether due to damages caused by catastrophes, such as flood, 
fire or otherwise, to increased cost resulting from a rise in wages 
or prices, or failure of judgment in respect to expenditure require¬ 
ments, cases will constantly arise where the funds granted for the 
support of a service or the prosecution of an activity are inade¬ 
quate. New legislation will be enacted calling for funds for its en¬ 
forcement. All such lack of funds gives rise to a real deficiency that 
must be provided for if the affairs of government are to be properly 
conducted. All that can be done in reference to them is to use the 
maximum of care in estimating and providing for future needs and 
to require the spending services to keep well within their appro¬ 
priation during the early part of the fiscal year so that they will 
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have a balance to meet emergencies should they occur. The most 
effective means for securing this end is that of requiring that the 
operating services shall, in respect to their current needs, make an 
allotment of their appropriations by months or quarters, which 
allotment may not be exceeded except upon express authorization 
by some superior authority such as the head of the department or 
the chief executive acting through his bureau of general adminis¬ 
tration, and shall set up a reserve fund that may be drawn upon 
only to meet emergencies. Both of these devices, the allotment 
of appropriations and the setting aside of a portion of the total 
appropriation as a reserve fund, have been prescribed by the 
national Bureau of the Budget with the result that this evil of 
deficiency appropriation has been reduced to a minimum. 

In this experience, the fact of greatest importance is that all 
attempts by Congress to curb the deficiency evil by legislative 
action proved inefleclive, and it was only by executive action in 
administering the appropriation acts that the evil was finally 
brought under control. 

Continuing Appropriations and Special Funds. One of 

the great advantages of the use of a budget as the ceniral instru¬ 
ment of financial control is that, at regular fiscal periods, com¬ 
plete survey is made of the financial situation and, on the basis of 
this survey, a decision is reached regarding the financial program 
for the future. If this system is to work with full effectiveness, 
both the chief executive in framing the budget and the legislature 
in acting upon it, should have their hands free. Unfortunately, in 
all of our governments, national, slate, and local, certain practices 
have developed which seriously interfere with this freedom. It is a 
common practice on the part of the stales, in levying property 
taxes, to prescribe the purposes to which the proceeds of these 
taxes shall be devoted. These constitute so-called mill taxes, since 
the laws establishing them provide a tax of so many mills on the 
dollar for one purpose, such as reads, so many mills for another 
purpose, such as support of the state university, etc. The laws levy¬ 
ing these taxes are at the same lime revenue and appropriation actsS. 
Laws are also frequently passed providing that certain receipts, 
such as those from fines, royalties, and the like, shaP be devoted 
to particular purpc»ses. Finally, the practice has been followed of 
making what are known as continuing or permanent appropria¬ 
tions, that is, of prescribing by general legislation for the grant 
of designated sums for particular purposes annually for an indefi¬ 
nite time in the future. In the case of the national government, 
permanent or continuing appropriations of this character amount 
to over one billion dollars. The result of these practices is that 
SAmoiig file states Wisconsin hns gone furtlier thnn any other state 
in the direction of financing the government through continuing appro¬ 
priations. 
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the chief executive in framing and the legislature in taking action 
upon the budget, find a no inconsiderable part of the total income 
to be expected already earmarked and appropriated for particular 
purposes, and thus find their hands more or less tied in determin* 
ing the allotment of funds. 

There can be little question that this whole policy of earmark- 
ing particular receipts for particular purposes and of passing 
permanent or continuing appropriation acts is an undesirable one. 
As has been pointed out, it does violence to the fundamental 
principle upon which a budget system rests. The problem of vot¬ 
ing funds is one that must consider relative as well as absolute 
values. Most purposes for which public funds are granted have 
an undoubted absolute value. The real problem is to determine 
the relative value and urgency of these needs and to allot the 
total available for appropriation accordingly. Conditions in respect 
to the relative strength of these various needs constantly change. 
Once every year or two years is not too often to review the situation 
and make provision in view of existing conditions. The practice, 
moreover, has the serious defect of lessening legislative control. 
I'he fact that expenditures called for by these acts are permanently 
authorized means that items for them may not be included in the 
annual appropriation bills and they do not come before the legis¬ 
lature for review when these bills are under consideration. The 
fact that these grants have been made may not even be known by 
the members of the legislature. When the appropriation bill for 
the Department of Agriculture, for example, is under consideration 
it is natural that most members of Congress and the public should 
believe that the total carried by (hat bill is the total to be voted 
for the support of that department. Only the comparatively few 
who are familiar with the system know that this department will 
have a furthur sum of over $12,000,000 which is provided for by 
permanent legi.slalion. The system, moreover, greatly complicates 
the whole problem of accounting and reporting through the neces¬ 
sity to which it gives rise of the establishment of special funds. 
The existence of these special funds is responsible more than any 
other factor for the difficulty that is encountered in so stating 
public accounts that the financial condition and operations of the 
government be clearly seen. 

These features which we have been considering are to a large 
extent an inheritance of pre-budget days. One of the most impor¬ 
tant reforms needed in the financial administration of American 
governments is that of abolishing a large part if not all of these 
special provisions and of adopting the principle that all items of 
income of the government shall be covered into the treasury to the 
credit of the general fund and that all expenditures shall be author¬ 
ized only by items contained in the general appropriation acts. The 
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only important exception to this principle is that of revenue-pro¬ 
ducing enterprises which, as has been pointed out, should be deem¬ 
ed to be autonomous financial agencies with their own receipts and 
expenditures. 

Remedy for Failure to pass the Appropriation Act. Under 
the American political system, the contingency is always present 
that the legislature may fail to pass the appropriation act necessary 
for the support of the government prior to its adjournment. This 
failure may be due to a deadlock between the two houses or be¬ 
tween the legislature and the chief executive to whom such bills 
must go for approval. It is a testimony to the political capacity of 
the American people that this contingency has in fact rarely given 
rise to serious trouble. When a deadlock of this kind has occurred 
in the national government it has been met by Congress immediately 
prior to adjournment passing a joint resolution extending the pro¬ 
visions of the existing appropriation acts. In our dependencies, 
where there is apt to be a conflict between the legislative branch 
controlled by the native population and the executive representing 
the home government, the contigency has repeatedly occurred and 
has brought with it a serious condition of affairs. When the present 
writer was Treasurer of Porto Rico and Chairman of the Com¬ 
mittee of Finance of the upper house of the insular legislature, the 
lower house on one occasion refused to pass the general appro¬ 
priation bill until its wishes in respect to other legislation in no 
ways connected with the appropriation bill were met. To this 
demand the upper house refused to comply, with the result that 
the legislature adjourned with no provision for meeting the finan¬ 
cial needs of the government for the ensuing fiscal year. This 
situation was met by the Governor appealing to Congress, which 
was fortunately in session, which passed an act placing at the 
disposal of the Governor for allotment a sum from the insular 
treasury equal to the total appropriations for the existing year. To 
prevent a recurrence of this happening the organic act for the 
government of the island was amended so as to provide that in case 
of failure to pass the general appropriation act a sum equal to that 
appropriated for the year in progress should be deemed to be 
appropriated. Provisions similar to this were already to be found 
in the organic act for the government of the Philippines. The states 
have no superior body such as Congress to which appeal can be 
made. It would seem to be advisable, therefore, that the constitu¬ 
tions of all the states should contain provisions for meeting this 
contingency along the lines of the organic acts for the dependencies 
that have been mentioned. In the Philippines this provision has 
had to be resorted to on more than one occasion. 

^The action of Binmark, in liis contest with the legislative assembly 
of Prussia over the increase of the army, in asserting the right to act 
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Powers of ihc Chief Executive to Veto Appropriation 
Items. The great majority, probably as many as three-fourths, of 
the states provide in their constitutions that the governor shall have 
power to veto specific items in appropriation bills without vetoing 
the entire bill. No such grant of power is made by the federal 
constitution to the President.® On its face the possession of this 
power by the governor would seem to be of value as placing in his 
hands the opportunity of purging appropriation bills of items of 
doubtful merit, and especially ones having for their purpose the 
serving of special interests rather than the general welfare. That 
it is believed to be of value by many students of public finance, 
is shown by the fact that the model state constitution, drafted under 
the auspices of the National Municipal League, to which reference 
has repeatedly been made, contains such a provision. 

In spite of this widespread adoption and endorsement of this 
provision, the question may be raised as to whether it finds any 
necessary or even legitimate place in a properly developed budget 
system. Even at the time, prior to the modern movement for 
budgetary reform, when the governor had no direct participation 
in the framing of the government’s financial and work program, the 
system in practice for the most part failed to give the results that 
might be anticipated of it. Often, the governor for political or 
other reasons rclused to exercise the power. In other cases he used 
it for the purpose of disciplining members who refused to follow his 
wishes in respect to legislation. In still other cases the existence 
of this provision has had as its result the practice of the legislature 
of deliberately inserting indefensible items in appropriation bills 
and of appropriating a total in excess of the revenues of the govern¬ 
ment, the “buck’’ thus being passed to the governor to eliminate 
the objectionable items and to reduce the total of the appropriations 
to a proper amount, "''he existence of this power has the defect 
that it diffuses responsibility, transferring it in part from the 
legislature where it properly belongs to the chief executive, and 
throws upon the latter a responsibility that may be abused. 
Though the writer is opposed to this provision in the case of the 
national government at least, he recognizes that conditions in par¬ 
ticular slates may warrant its adoption. At the same lime he 
believes that its value can easily be overestimated. 

through the legislnturc had failed to vote the appropriation act and there 
was no provision in the Prussian constitution for continuing the existing 
appropriation in such contingency, is weli known. It gave rise to what is 
known as the-Prussian theory of the budget; namely, that where the 
concurrence of the two branches of the government was required for the 
conduct of governmental affairs one branch alone by its failure to act 
could not stop the wheels of government. 

8One prominent student of political science has maintained that the 
President has this power. See Henry Jones Ford: ^‘The Cost of Our 
National ( iovernment.' • 1910, p. 117. If he ever had this power, which 
is exceedingly douhtfiil, it has been lost by failure to use, 
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EXECUTION OF THE BUDGET: EXECUTIVE 
CONTROL OF EXPENDITURES 

The passage by the legislature of the appropriation act or acts 
represents the second of the three phases of a budget system. 
Following this comes the third phase, that of putting the decisions 
thus arrived at into execution. Involved in this phase are all the 
problems of administration that have been discussed in the preced¬ 
ing pages. There remain, however, certain questions relating 
especially to matters of financial administration that require further 
consideration. Much the most important of these are the extent 
to which appropriation shall be deemed to be mandatory in cha¬ 
racter or mere authorizations to spend, whicli may be availed of 
or not, according to the discretion of the administrative authorities, 
and whether this discretion, if it exists, shall be deemed to lie 
wholly in the hands of the heads of the services for the support 
of whose operations the money is granted, or be subject to the 
superior direction and control of the chief executive. It is manifest 
that the answer that is given to these questions has a great 
influence in determining the character and extent of the respon¬ 
sibilities of the chief executive for the conduct of the financial 
affairs of the government. If appropriations are deemed to be mere 
authorizations to spend, and cannot be expended except with the 
approval of the chief executive, that official is in complete control 
of the situation. If the contrary principle obtains, the responsibility 
of the chief executive is of a more general character, consisting 
merely in seeing that all legal requirements are observed by the 
spending services and that efficient methods are employed in carry¬ 
ing on the work. 

Executive Control of Expenditures in England. In England 
the first of these principles is the one that is followed. There, 
appropriations are not made directly to the spending services, but 
represent grants to the Treasury, through which that body, within 
the limitations set by the appropriations, can meet the expenditure 
needs of the services. No money is available to the spending ser¬ 
vices until it has made requisition iherefor to the Treasury and the 
latter has approved such requisition and ordered payment thereof. 
While it is true that, in normal times, these requisitions are usually 
met the possibility always exists that the chief executive, the 
Premier, acting through his Chancellor of the Exchequer, may 
refuse to do so. If he finds, for example, that expectations in 
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respect to income are not being realized or that the government 
is compelled to meet unexpected demands due to war, threatened 
war, or industrial disturbances he can put on the brake and en¬ 
force retrenchment. Under this system the chief executive is 
responsible, not merely for the formulation and in effect, for 
action upon the budget but its subsequent execution as well. It 
IS his duty to formulate and secure the adoption of a budget that 
is in proper balance and to preserve this balance in operation. 
Even when this balance is not threatened, it is his duty to see 
that no expenditure is made, even though authorized, that is 
not warranted by existing condition. 

Executive Control of Expenditures in the United States. 
In the United States the principle that has always been followed 
is that appropriations are direct grants to the spending services and 
constitute credit accounts with the treasurer which these services 
can draw upon without further authorization. This system origi¬ 
nated at a time when little or no responsibility was thrown upon 
the chief executive even for formulating a financial and work pro¬ 
gram and much less for controlling such plan as might be adopt¬ 
ed by the legislature. With the development of the budget system 
and the adoption of the policy of conferring upon the chief exe¬ 
cutive the powers and duties of a general manager, a tendency 
may be observed to depart from this system and approach more 
nearly that of England. Only in small degree has this tendency 
found expression in statutory enactments. For the most part it is 
evidenced by chief executives taking more seriously their duties as 
head of the administration and influencing administrative action 
by making known their wishes to their subordinate administrative 
officers rather than by issue to them of orders claimed to be based 
upon any legal authority. As has been pointed out, a basic feature 
of the reorganization of the administrative branches of the state 
governments by which the governor has been placed at the head 
of the administration has been the vesting in that officer of the 
power to appoint and to remove the heads of the administrative 
departments, and, through them, to control, if need be, the selec¬ 
tion and tenure of other directing personnel. The possession of this 
power places the governor in a position where he can make his 
will prevail, even though he may have no legal authority to issue 
orders of a mandatory character to his subordinates. The increas¬ 
ing tendency of the public to hold governors responsible for the 
conduct of administrative affairs makes it easier for them to make 
their will prevail in this way. 

Executive Control of Expenditures in the National 
Government. In the national government this tendency for the 
^hief executive to control the expenditure of appropriations has 
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been very marked since the adoption of the budget system in 1921. 
Though the act providing for this system conferred no additional 
powers upon him in respect to the expenditure of funds, the Presi¬ 
dent has from the start of the new system undertaken to bring 
under control the expenditure, as well as the estimate, side of ap¬ 
propriations. Flis first step was the adoption of the practice of hold¬ 
ing semi-annual meeting of the heads of the departments and their 
chief administrative subordinates at whicli he and his Director of 
the Budget might make known to such officers the general policy 
of the administration in respect to expenditure and business 
methods. At the first of such meetings, held June 29, 1921, the 
President pointed out that according to the best estimate of the 
Treasury, Department, the operations of the fiscal year 1922, about 
to begin, would show a deficit if all appropriations granted were 
expended. He stated that it was his determination that this should 
be avoided. He accordingly called upon the heads of all the depart¬ 
ments and establishments to examine the appropriations for the 
support of their services and to report to the Bureau of the Budget 
the amounts under each appropriation the expenditure of which 
might be foregone. In compliance with this request, a total of 
$112,512,628.32 was reported as possible economies. It was then 
ordered that this amount be set up as a Budget Reserve that should 
not be drawn upon except with the approval of the Director of 
the Bureau of the Budget. In fact, a somewhat larger sum than this 
was saved from the appropriations, that is, not expended, and the 
fiscal year 1922 closed with a surplus instead of a deficit. 

Commenting on this. General H. M. Lord, who had succeeded 
General Dawes as Director of the Bureau of the Budget, at the 
Second Annual Meeting of the President and the chief administra¬ 
tive oflBcers of the Government, held on July 11, 1922, said : 

This would not have been accomplished without vigo¬ 
rous Executive pressure, the great driving power ol* the first 
Director of the budget, and the co-operation of the executive 
bureaus... .During this current fiscal year all proposed 
expenditures must be given the closest scrutiny, and no 
wasteful, extravagant, or unnece.s.sary expenditures should 
be allowed to pass unchallenged; and, further, no obligation 
should be incurred this fiscal year that can be postponed 
without serious detriment in the public service,.. .The 
Budget law gave the President an agency for imposing 
policies of economy on the Government’s many establish¬ 
ments, an agency which he is utilizing and proposes still 
to utilize for the purpose of saving millions of dollars of the 
public’s money. 

The policy of setting up a general budget reserve to be expend¬ 
ed only upon the approval of the Director of the Bureau of the 
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Budget was continued in the modified form of requiring each 
department and establishment to set up such a reserve that could 
not be expended except upon the authorization of the head of the 
department or establishment. The change was made because it was 
deemed advisable to place primary responsibility for conserving 
appropriations, and if possible not expending all the moneys grant¬ 
ed. upon the department and establishment heads. It was felt that 
this could safely be done, since the wishes of the President in res¬ 
pect to this matter were so thoroughly understood and because 
steps were taken to secure the rigid enforcement of the act of 1912, 
known as the Anti-Deficiency Act, which requires all spending ser¬ 
vices to allot their appropriations at the beginning of the year so 
as to ensure that such appropriations will not be exhausted before 
the end of the year and expenditure plans are not made in excess 
of appropriations for meeting them. 

Regarding the new reserve system. General Lord, in a recent 
address, said : 

The deparmeuts and independent establishments of the 
government in compliance with the recommendation of the 
I^resident have set aside in a fund termed a General Reserve 
an amount totalling many millions of dollars which they 
will try to save. This money is not subject to obligation 
by the spending agencies in a department without specific 
authority from the department head. These agencies are 
expected to plan their program for the fiscal year as if 
the money in the General Reserve did not exist. The anti- 
deficiency act, which requires appointment of funds for 
ail entire year to prevent exhaustion of approjiriations in 
the first half of the year with resulting deficiency apfiro- 
priations is being strictly enforced, not only with a view to 
prevent deficiencies, but with an eye to money allotted to 
the quarter. 

The foregoing action has been supplemented by the issue by 
the President through the Bureau of the Budget, of an order, dated 
July n. 1922, directing that no service, even though authorized 
so to do by law, shall undertake any new activity until notice of 
its proposal has been given to the Bureau of the Budget. 

This action, however, by no means implies the full adoption by 
the national government of the English principle that no funds 
shall be available for expenditure until allotted by the central 
organ of control, the British Treasury. It is significant chiefly as 
an indication of the assertion by the chief executive o f authority 
in respect to the expenditure of appropriations and a tendency 
that will probably receive constant development. 
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Executive Control of Expenditures in the States and 
Cities. Information is not at hand to permit of a statement simi¬ 
lar to that which has been made for the national government of 
the extent to which, in stales that have adopted a budget system 
and recognized their administrative system* the practice has 
developed of the chief executive exercising a control with respect 
to the availability for expenditure of appropriations made by the 
legislature. There can be little doubt, however, that in those states 
and in the cities, and particularly in those having the city manager 
type of government, there is an increasing tendency for a control 
of this character to be exercised. How far this will ultimately go, 
is a matter of uncertainty. This, it should be remarked, is but 
one phase of the movement for the erection of the oifice of chief 
executive into that of general manager and the giving to him of 
an office of general administration through which he can meet 
the new responsibilities thrown upon him, and the account here 
given should be read in connection with the two chapters dealing 
with this movement that have previously been given. 



CHAPTER XXXIV 

COLLECTION. CUSTODY. AND DISBURSEMENT OF PUBLIC 

FUNDS 

In the preceding chapters dealing with the budget, considera¬ 
tion has been given to that branch of financial administration 
having to do with the formulation, adoption and control of finan¬ 
cial policies. The present and succeeding chapters have for their 
purpose to describe the character of the work that has to be done 
and the problems that are presented in putting these policies into 
execution. Among these problems those having to do with the 
collection, custody, and disbursement of the funds needed for the 
support of the government constitute a distinct category. 

Assessiiient of Public Revenues. In considering this branch 
of financial administration, the first point to which attention should 
be directed is the distinction thal exists between the task of deter¬ 
mining the amounts due to the government and that of collecting 
them. 

When the money to be collected partakes of the nature of taxes, 
the first of these tasks is usually designated as that of assessment 
and the second that of collection. In the case of all revenues, 
however, the two elements are present. I his distinction is one of 
practical importance from the administrative standpoint, since the 
question is at once presented whether the two operations should be 
entrusted to the same or to two distinct services. In respect to 
this, practice differs. As regards the general properly and refl 
estate taxes, most American states and cities distinguish clearly 
between the two operations and vest their performance in separate 
services having some such titles as office of assessor of taxes and 
office of collector of taxes. In some cases, however, both tasks are 
entrusted to single service. When this is done, it is usual, however, 
to provide for distinct subdivisions of the single service having 
each operation in charge. In marked contrast with this is the 
system employed by the national government for the administra¬ 
tion of its customs and internal revenue systems. Here the same 
service, in each case, has charge of both the determination of the 
taxes due and their collection. 

Each of these two systems has certain advantages which make 
it difficult to lay down any general rule that should be followed 
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in all cases. The chief adv^antages of the first lies in the appa¬ 
rently greater control that can thereby be secured over the collec¬ 
tion of moneys due to the government. As will be pointed out when 
we come to consider the question of the audit of public income, it 
is of first importance that that audit shall have for its purpose to 
determine both that all moneys coming into the hands of officer 
of the government authorized to receive public dues are duly ac¬ 
counted for, and, in addition, that all moneys which should be 
collected by them are in fact collected or the reason for their non¬ 
collection properly shown. The performance of this second phase 
of the duty of the audit department is evidently facilitated when 
one officer or service has the duty of determining and certifying to 
the audit department the amounts due from taxpayers or others, 
and another officer or service has the duty of collecting these 
amounts. Where the same service both determines the amount 
due and collects it. it is not so easy to check one of these opera¬ 
tions against the other. 

The objection to the independent services system is that it may 
entail additional expense through the necessity for maintaining 
separate organizations, the duplication of records, and the inter¬ 
change of communications between the two. The best method 
would seem to be that of concentrating in a single service the duty 
both of assessing the sums due and of their collection and of or¬ 
ganizing the service in such a way that the two operations are 
entrusted to distinct subdivisions of the service. 

Collection of Public Revenues. The only problem of gene¬ 
ral importance having to do with the collection of revenues, after 
their amount is assessed or determined, is as to whether use shall 
be made of single service or a number of services. In considering 
this problem a distinction must be made between the three classes 

revenues: (1) miscellaneous, (2) revenue-producing enterprise 
receipts, and (3) taxes. 

Miscellaneous receipts include all those items of income which 
are received by governments as an incidental feature of their opera¬ 
tions. The more important of these are fees, fines, royalties, pay¬ 
ments for services rendered, proceeds from the sale of materials, 
equipment and supplies no longer needed, and the like. As these 
items occur in connection with the current work of the operating 
services, they can usually be best collected by such services at the 
time of their accrual. As will later be pointed out, all such collec¬ 
tions should be promptly transmitted to the treasurer and means 
must of course be provided for ensuring that all moneys due to the 
government in this way are in fact collected and transmitted to 
the treasurer. 
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In respect to receipts of revenue-producing enterprises it has 
already been shown that undertakings of this character should be 
given administrative and financial autonomy. Their income should 
be both assessed and collected by their own officers. In most cases 
however, use can be made of the genera] treasurer of the govern¬ 
ment as the custodian of their funds, and when this is the case, all 
collections should be promptly transmitted to that officer. 

In respect to taxes it is believed that there are few if any cases 
where it is not in the interest of simplicity of organization efficien¬ 
cy, and economy to make use of a single collection service. In 
the opinion of the writer this applies even in the case of such 
large and seemingly difficult systems of taxes as those of the customs 
and internal revenue of the national government. At the present 
time the national government maintains two distinct services for 
the assessment and collection of these dues, the Bureau of Customs 
and the Bureau of Internal Revenue. It is believed that those two 
services could with advantage be consolidated into a single Bureau 
of Revenue.^ 

If the decision is reached to make use of a single agency for 
the collection of all public dues other than revenue-producing 
enterprises and miscellaneous receipts, the question is presented as 
to v;hether this agency should be a special officer, to be known as 
collector of taxes, or the treasurer. Stated in another way, the ques¬ 
tion presented is as to whether the function of the treasurer should 
include the collection of revenues or be restricted to their receipt 
and custody after they are collected. In the case of a government 
of the size and complexity of the national government, it is prob¬ 
ably desirable that the collection agency shall be independent of 
the treasurer and the latter’s responsibility shall begin only after 
the collections made have been turned over to him for safekeeping. 
In the case of small cities, and even in the case of the large cities 
and states, there would seem to be many advantages in placing res¬ 
ponsibility for the collection of taxes upon the treasurer. If this 
is done the detail work of making and enforcing the collection in 
the case of large governments, will have to be attended to by a 
subordinate official who will thus perform the duties of a collector 
of taxes. In such governments, therefore, the only distinction be¬ 
tween the two types of organization is that,'in one case the collec¬ 
tor of taxes is an independent officer, and in the other, a subor¬ 
dinate official of the treasurer. The two systems do differ funda¬ 
mentally, however, in respect to where ultimate responsibility for 
the collection of taxes shall rest. 

IFor the arguments in favour of this proposal, sec W. F. Willoughby 
‘^The EeorganizMtion of the Aclmiinstrntive Branch of the National 
Government. Institute for Government Besearch, Studies in Adminis¬ 
tration 11)23. 
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Custody of Funds Office of Treasurer. A government derives 
its income from a great variety of sources. No matter how great 
an effort is made to concentrate responsibility for the collection 
of this income, use must be made of a number of officers and 
services for this purpose. All governments, as, indeed, all private 
industrial undertakings, have found it desirable to provide that 
with certain exceptions to be noted, all moneys collected by col¬ 
lectors of revenue shall be turned over by them to an officer known 
as “treasurer/^ By so doing, all the scattered revenues of the 
government are brought together into a single pot so as to be 
available for meeting any of the expenditures of government and 
responsibility for the safeguarding of the government’s money is 
concentrated in a single individual. Ihis system for the receipt and 
custody of public funds constitutes what is new known as the trea¬ 
sury system. The duties of the treasurer may be briefly defined as 
those of receiving, holding in safe custody, and disbursing upon 
proper order all public funds and of safekeeping all financial 
securities and papers of like character, hrom tlic accountability 
standpoint, the responsibility of this office may be reduced to the 
single obligation of being able at all times to account for all 
moneys and securities coming into his possession. His account¬ 
ability is, thu.s, not unlike that of the ordinary banking institution. 

Physical Custody of Funds. In primitive times when the opera¬ 
tions of the government were on a comparalively small scale and 
financial transactions were almost wholly carried on through the 
actual transfer of each, it was customary lor the treasurer to make 
use of a great chest or box with elaborate locks for the custody of 
funds and a more or less elaborate procedure, in which a number 
of officers participated, in making deposits in and withdrawal from 
this chest. With the enormous growth in the financial operation of 
governments, any such practice would now be impossible. The 
development of the modern banking system and the use of drafts 
in the settlement of obligations have, moreover, provided another 
means for caring for rnds and making payments. It is now the 
universal practice for governments, like private individuals and 
corporations, to make use of banks for the custody of their funds. 

The advantages of this system are not wholly one of conve¬ 
nience. The financial transactions of governments are now on such 
a scale that they have an important influence upon general financial 
conditions and particularly upon the amount of money in circula¬ 
tion and available for use. The physical withdrawal of currency 
for circulation, such as would occur at limes of tax payment or 
the sale of large issues of bonds, or the sudden payment of large 
sums in the way of redemption of debt or otherwise would gravely 
affect currency and credit conditions. All this is avoided under the 
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system where public funds are deposited in the ordinary banking 
institutions of the country and are available in substantially the 
same way as other private deposits. Further advantages are that 
the work of making and controlling deposits and payments is greatly 
facilitated and that the governments are able to obtain a by no 
means negligible income in the way of interest paid by the banks 
on the money so deposited. 

Though there is no difference of opinion regarding the advan¬ 
tages of this policy of making use of banking institutions as cus¬ 
todians of public funds, there is room for considerable variations 
of practice in putting this policy into execution. The first require¬ 
ment is, of course, safety. This is secured by distributing deposits 
among a number of banks, making a selection of only the stronger 
institutions as depositories, limiting the amount of the deposits in 
any one institution to a certain ratio to its capital and surplus and 
requiring of the banks the execution of fidelity bonds or deposit 
of government bonds. A second requirement is that, as far as cir¬ 
cumstances permit, an equal opportunity will be afforded to all 
banks meeting the required conditions to act as depositories. 
Appointment as depositories of public funds is highly prized by 
banks because of the increase in their deposits resulting there¬ 
from, and the prestige that they derive from serving in that capa¬ 
city. Finally, the arrangement should be such as will give to the 
government the highest return in the way of interest on deposits 
that is consistent with safely. This matter of interest is one of 
little importance. According to the reports of the Bureau of the 
Census, over four per cent of the total income of the states is 
derived from this source. In some of the slates the rate of interest 
that must be paid by depositories of public funds is fixed by 
statute. In others, the statute fixes the minimum rate, it being the 
duty of the treasurer to secure a higher rate if possible. A method 
now coming into favour is that of fixing the other conditions to 
b e met and selecting those banks which agree to pay the highest 
interest. As is well known, the value to banks of accounts is depen¬ 
dent upon the extent to which they are active or inactive. Both 
from the standpoint of convenience and that of securing the maxi¬ 
mum return in the form of interest, it is desirable, therefore, that 
a government shall make a distinction between depositories carrying 
the active and inactive accounts. The most desirable system is 
probably one where the government maintains but one active 
account, against which are drawn cheques for substantially all pay¬ 
ments, the deposits in other banks largely inactive and drawn upon 
only in order to replenish the active account. Where this distinc¬ 
tion is made, the bulk of the government’s funds can be deposited 
to the credit of the inactive accounts upon which a relatively high 
rate of interest can be obtained. Accounting operations are, as 
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has been stated, much simplified by having all detail payments made 
by a single institution. 

In times past failure on the part of the states to meet the require¬ 
ments that have been mentioned was productive of loss of public 
funds and grave political evils. Discretion then very generally 
rested with the treasurer in respect to the selection of public de¬ 
positories, the fixing of the rates of interest* etc. This discretion 
was in many cases exercised for the purpose of securing personal 
profit or rewarding political supporters. Deposits where made in 
those banks*which contributed most liberally to campaign funds ; 
interest was paid to the treasurer personally on funds deposited 
by him ; or he was granted loans without interest or interest at a 
reduced rate. Much of the corruption in state politics centred 
around this control by the treasurer of the use of public funds. 
These evils have now been practically brought under control and 
the general situation as regards the use of banks as depositories 
of public funds is now fairly satisfactory. 

Evolution of Present Depository System of the National 
Government. Patent as is this desirability of making use of 
ordinary banking institutions for the physical custody of public 
funds it is only within very recent years that such a system has 
been unqualifiedly accepted by the national government. It is ac¬ 
cordingly worthwhile, both in order to understand the present 
treasury system of that government and to appreciate the motives 
that have led to its adoption, to give briefly the history of the 
changes through which the treasury system of the national govern¬ 
ment has passed. 

On the establishment of the government in 1789, the opinion 
was general that for the care of the public funds and the perfor¬ 
mance of other duties in connection with the floating of bonds, 
need existed for a national bank that should owe its existence 
and powers to a special charter granted by Congress, which should 
function as a quasi-public agency. During the latter part of the 
war with England use for this purpose was made of the Bank of 
North America, which had been chartered by Congress in 1781. 
On the declaration of peace the government severed its connection 
with this bank, which thereupon became a purely private institu¬ 
tion operating under a charter from the State of Pennsylvania. 

In 1791 Congress created the first United States Bank, which 
was made the central depository for public funds. Use, however, 
was also made of other banking institutions for the receipt and 
custody of public moneys, at least eleven local banks being used 
for this purpose in 1811. In that year Congress refused to renew 
the charter of the United States Bank* the feeling being that it 
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was an undemocratic institution and that the advantages of serv¬ 
ing as public depository should be more widely enjoyed. For the 
next five years use was made of private banks exclusively for the 
custody of public funds. 

In 1816 Congress created the second United States Bank. The 
act providing for the creation of this bank provided that: 

The deposits of the money of the United States shall 
be made in said bank or branches thereof unless the 
Secretary of the Treasury shall at any time otherv^ise order 
and direct; in which case the Secretary of the Treasury 
shall immediately lay before Congress if it is in session 
and if not immediately after the commencement of the 
next session of such order or direction. 

It is evident that it was the plain intent of Congress that exclu¬ 
sive use should be made of the United States Bank for the deposits 
of public funds unless there was a real reason for taking other 
action. 

This is not the place to enter into any account of the bitter 
contest between President Jackson and Congress over the use of 
this bank as a fiscal agency of the government. The facts in 
regard to that memorable controversy are known to all students of 
American history. It is sufficient to say that the President’s will 
prevailed, and that in 1833 he caused to be discontinued the depo¬ 
sit of any public moneys in the Bank and the withdrawal of govern¬ 
ment moneys already on deposit there through the drawing of 
drafts upon such deposits in the payment of public obligations. 

Following the discontinuance of the United States Bank as a 
national institution, the government pursued the policy of deposit¬ 
ing all public funds in stale banks. The results were extremely 
disastrous. Regarding this period, Henry C. Adams has written:^ 

The quarrel of President Jackson with the Second 
National Bank, the withdrawal of deposits from this bank 
and their distribution to state banks, the consequent expan¬ 
sion of state banking, the increase of speculation, the exten¬ 
sion of public improvements under the insane enthusiasm of 
State governments and private corporations, the commer¬ 
cial panic of LS37 and the banking panic of 1843 which 
resulted from this unhealthy commercial activity, the losses 
sustained by the Federal Government through its deposits 
with State banks, the difficulties encountered by the 
public treasury on account of the great variety of money 
offered for the payment of iiublic dues, the embarrassment 
to business occasioned by the desire of the Federal Govern- 

2The Science, pp. 215-16. 
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ment to maintain a specie basis for its receipts and expen¬ 
ditures—these, and all other facts of that period, of com¬ 
mercial disaster and financial disgrace from KSO to 1845, 
are ^ve^l known to the student of American history. 

It should be noted that these bad results were due, not to the 
system of making use of state banks as depositories of public funds, 
but to the failure to take the action that would ensure that the banks 
as banks weie organized and conducted on a sound basis. The 
failure of the system led, however, to the opinion that the govern¬ 
ment ought to divorce its operations wholly from the banking 
business and should make provision for the care of its funds by 
agencies directly operated by itself. Congress accordingly in 1846 
passed the act entitled “An Act to provide for the better organiza¬ 
tion of the treasury and for the collection, safekeeping, transfer 
and disbursement of public revenues,’* establishing what was known 
as the independent or sub-treasury system. This act provided for 
the creation at Washington of a central treasury and sub-treasuries 
at six other places, and required that all public revenues should 
be deposited in them. 

For fifteen years use was made exclusively or these institutions 
for handling of public funds. Into them were paid all goveinment 
moneys and upon them were drawn all drafts for the payment of 
public obligations. The financial problems arising out of the Civil 
War necessitated a departure from this system. In 1863 the national 
banking system was established, one of the features of which was 
the authorization given to the Secretary of the Treasury to make 
use of member banks of this system as depositories of public moneys 
except customs receipts. At the outset the banks were required to 
deposit with the Secretary of the Treasury national bonds equal 
in par value to the amount of deposits held by them as a guarantee 
that the moneys so deposited would be repaid on demand. This 
requirement was, however, progressively relaxed so as to permit 
of the deposit of almost any kind of bonds satisfactory to the 
Secretary of the Treasury. The conditions under which use was 
made of these banks as depositories of public funds were sum¬ 
marily slated in the interesting report on the work performed by 
the sub-treasuries by the Bureau of Efficiency in ]!iI8 as follows 

The usual piaeiiee after the Civil War had been to 
allow the revenues collected by governinent agents to 
acciuiniilarc in the banks. The reason why this was done 
was a desire to prevent the accumulation of a surplus in 
government vaults and to relieve stringencies in the money 

^Letter from tlic Chief, Bureau of Efficiency, transmitting report 
of the IT. S. Bureau of Efficiency covering the work performed by the 
sub-treasuries, January 26 65 Cong., H. doc. 867. 
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market. lu 190o Secretary Leslie M. Shaw made a new 
in the meaning of the word “deposit. -' He thought it 
desirable that the treasury should lake a more active part 
in easing the market than simply allowing revenues to 
collect in the banks. He announced, therefore, that he 
stood ready to transfer money from the treasury to relievo 
or forestall a stringency. In 1907, further, Oongress amend¬ 
ed the de/)ository section of the Jaw on the luitional banks 
to receive customs dues as deposits. This left the trea¬ 
surer free to transfer all of his balances if he so desired, 
whereas formerly one-half of the i*ecoi])ts could not be so 
used. The public had conic to consider it almost a bounden 
duty of the government to employ its surplus for the relief 
of siriiigencios. TJic amendment of J907 took away almost 
the last ])rovision for the compulsory independence of the 
treasury. The Seeretary, however, wuis not at this time 
free to check directly against his banks deposits made 
either by accumulation or transfer, but had to cover them 
back into the sub-treasuries. This tvas merely a technical 
survival of a discarded plan and an unnecessary inconveni¬ 
ence. In 1902 Hccretary Shaw introduced two other 
innovations of importance. He told the banks they need 
not keep a reserve against public moneys. This released 
$ 100,000,000 as a basis for commercial loans in the New 
York banks alone. Furtlier he accepted other than United 
States bonds as security for government deposits. The law 
passed in 1864 had provided that the dcj)Osits should be 
secured by United States bonds and otherwise. The ^‘and 
otlierwise’’ was originally taken to mean a personal bond, 
but Secretary Shaw interpreted the law to read other¬ 
wise.'' The practice of accepting other bonds as security 
such as railroad, municipal, county and state bonds has 
continued until the present day. Howeve?-, such bonds are 
not taken at par but at a discount. 

It will be seen from the foregoing that the original end sought 
by the establishment of the sub-treasury system, that of completely 
divorcing government operations from commercial banking and 
currency problems, was wholly defeated by the authority given to 
make use of national banks as depositories and the increasing fre¬ 
quency and liberality with which this authority was excercised. 
Though the government suffered no loss of funds through the de¬ 
posit of public money in national banks the situation where a Sec¬ 
retary of the Treasury had the power of materially affecting 
monetary conditions by the exercise of his uncontrolled judgment 
was to say the least, a dangerous and unsatisfactory one. The evils 

60 
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of this system have been summarized by one of our leading students 
of public finance as follows:'* 

(1) it iod to Iho ooiiliiiiinl hoai'diu" in treasury vaults oi! 
larg’csurns of njoney involving’ sulvst.antin! administrative 
exjunises :nui hea\y loss ot iuteirsl. (‘J) At certain seasons 
oi* the year tiie u‘«)vornment's receipts greatly exceed its 
disl)iirsemenls as, I'or exinai>I(‘, al tunes when tax payments 
are heavies! ; wiiib* at ot(u‘i* seasons, as tor example, wlien 
])eiision inoney or interest on ihe pul)iiie debt is l)eing paid, 
disbiii'seinenls exceed the receipts. In the Lormei* case 
the money market was <Iisbnrsed hy the governments 
suddenly witlidrawing large sums t'l’om eiicnlation and 
thereby eoniraeting tlie currency. In the latter ease it 
wasdislnrhed liy liie .sudden jiumping into circidation ol* 
large sums of money. These Ojiei al ions, wlien on any 
siihstanliaj scale, iended to ert'e*') the interest iTites on call 
loans and tlie pi ic<>s of si>eriilal ivt^ securities. d'h(‘ task 
imposed upon th('S(SM*etaly of tlie 'rreasnry, therefore, of 
apportioning lliesc large government: balaiii'cs among the 
banks an<l tiie Mib-t reasnri(‘s was a difiieult one and one 
wliicJi placed loo great power and i*esponsibility over the 
money rnarivaO in the hands of a government ofllcial. It 
also led to icism and jealousy among depository hanks. 
(3) The syst(‘iri caused depository banks to rely unduly 
upon tlui Secretary of tin; Treasury toj* aid in form of 
increased govenirnenl dcjiosits in tiie rimes of financial 
pressure, instead of depending upon theins(‘lvcs and keeping 
‘‘their liouse in order’' so as tube ready for emergencies. 
“The grandf«i1 hcrly altitude of the Secietary of the 
Treasury t(nvards the hanks” in the matter of government 
deposits was an expressjon frequently heard. 

Partially for the reasons set forth, but primarily because the 
whole banking and currency system of the country was unsatis¬ 
factory. Congres.s. after a prolonged consideration of the subject, 
on December Jhld, passed an act completely reorganizing that 
system. This is not the place to enter into any account of this exceed¬ 
ingly important reform. It is sufficient to say that the purpose and 
effect was to knit the banking instilulions of the United Slates into 
a system so that they could act as a unit, or at least in close 
harmony with each other, in meeting the credit needs of the country, 
and to provide for a new system of currency that would, automati¬ 
cally, as h were, expand and contract in response to the currency 
needs of the industry and commerce of the country. This it did by 
providing for the division of the country into twelve districts and 

K. W. Kcmmerei’, The A 15 0 of the Pcdoral Beserve System, pp. 
25-26. 
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the creation of a Federal Reserve bank in each, making all national 
banks, and at iheir option other banks meeting certain require¬ 
ments, member banks of the Federai Reserve bank of their district, 
and providing for a Federal Reserve Board that should exercise 
general supervision over the whole system. 

Ihe important feature of this act from the standpoint of the 
administration of the national finances was that it lequired the 
Federal Reserve banks to act as fiscal agents of the government 
whenever called upon by the Secretary of the rrea^ury, and author¬ 
ized the latter to make use of such banks and any member banks 
of the system as depositories of public funds. With the establish¬ 
ment of this system the United Stales govcrnmenl definitely aban¬ 
doned the principle of seeking to handle its financial aflairs through 
purely governmental agencies, and went over to that of having such 
aflairs handled by or through the regular banking inslilulions of 
the country. 

Notwithstanding this, the old sub-treasury system was continued 
in existence practically without change. Ihis was probably due to 
the fact, that until the new system was in full working order, it 
was thought wise to continue to preserve these institutions as 
agencie.s for the receipt, custody, and disbursement of public funds. 
It soon became apparent, however, that with the new system in 
successful operation, sub-treasuries served no useful purpose, and 
their maintenance entailed a large unnecessary expen.^e upon the 
public treasury. By a section contained in the legislative, executive 
and judicial appropriation act of May 2,9, .1920, their abolition was 
accordingly directed. In pursuance of this authorization the last 
of the nine sub-treasuries that was in existence at the lime the 
Federal Reserve Act was passed was discontinued. This act, con¬ 
sequently, represents the last step in a century and a quarter’s 
effort to provide a satisfactory system for the physical receipt, 
custody, and disbursement of the funds of the national government. 
This system is so thoroughly satisfactory that there would .seem to 
be no likelihood that it will receive any substantial modification in 
the immediate future. 

The general advantages oi a government making use of the 
general banking system of the country for the physical custody and 
handling of its funds have already been indicated. It is de.sirable, 
however, to point out .somewhat more specifically the manner in 
which this system works and its benefits. 

An important feature of the problem of handling the public 
funds ol the national government is the fact that the operations of 
the latter are scattered over a vast extent of territory. Moneys due 
to the government are paid to thousands of diffeient government 
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officers, located at almost as many points. In like manner it is 
called upon to pay out moneys in settlement of its obligations at 
an equally great number of places. Any attempt to have all such 
moneys paid directly into or out of a central treasury would entail 
great expense in the transfer of cash and intolearble delay in the set¬ 
tlement of obligations. All this is avoided through the use of the 
Federal Reserve banks and the member banks of the Federal 
Reserve System as agencies for the receipt and disbursement of 
public funds. All that fiscal agents having the collection of public 
dues have to do is to deposit the cash and cheques received by them 
to the credit of the Treasurer of the United States in the nearest 
bank designated as a depository of public funds. On making such 
deposits they receive certificates of deposit signed by the banks, 
which are promptly forwarded to the Treasurer at Washington. 
Through these certificates of deposit the Treasurer can credit the 
fiscal agents with the payments in the same way as he would were 
direct payment of cash made to him, as the banks are charged 
with the funds so deposited. Practically the same procedure is 
followed in making payments to government creditors. As will 
later be pointed out, all disbursing officers keep their accounts 
with the Treasurer, Payment is made by them by drawing cheques 
or drafts upon such deposits. These cheques or diafls, are, how¬ 
ever, payable by any depository bank. All that the payees have 
to do in order to receive their money is to present the drafts to 
the most convenient despository, or to deposit them to their private 
accounts in any bank in which they maintain an account, and 
these cheques are then collected by such banks through the ordinary 
clearing house procedure. Ihe paid cheques in time are received by 
the Treasurer at Washington, and through them and the account 
current and other reports rendered by disbursing officers and deposi¬ 
tories, the necessary debits and credits are given to the disbursing 
officers and banks. The result is that all of the financial transac¬ 
tions of the government, involving the receipt or payment of moneys 
are handled in almost precisely the same manner as the financial 
transactions of private individuals and corporations, the only cen¬ 
tralization required being that of the keeping of the accounts at 
Washington. Incidentally, the government receives over $4, Of 0,000 
annually as interest on deposits, an item of income that was lack¬ 
ing under the sub-treasury system. 

Procedure in Effecting Treasury Receipts and Issues. In 
order that the accountability of the Treasurer for all moneys 
coming into his possession may be clearly established, it i.s neces¬ 
sary that the fact of the payment of money to or by him shall be 
evidenced by some formal document or record. In the national 
government, the documents employed for this purpose are known 
as “treasury warrants.’* Under the law governing the accounting 
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operations of the government, no money is deemed to be formally 
deposited in the treasury until there has been executed what is 
known as a “convering warrant.” This warrant is signed by the 
Secretary of the Treasury and countersigned by the Comptroller 
General and sets forth the essential facts regarding the transaction 
that is, the officer making the deposit, its amount, the source 
from which the money deposited was derived, etc. Through these 
documents it is possible, by the employment of proper accounting 
methods, to credit the officer making the deposit to establish the 
liability of the Treasurer, and to determine, in such detail as may 
be desired, the sources from which the government derives its 
income. Responsibility for determining this accountability rests 
with the Comptroller General, who, as will later be pointed out, is 
the chief accounting officer of the government, and who, from the 
information furnished by the covering warrants countersigned by 
him, is able to maintain the necessary controlling accounts in his 
office. A similar system is employed for the issue of moneys from 
the treasury. No such issue can be taken except upon the issue of 
•‘pay warrant,” which like the “covering warrant,” must be signed 
by the Secretary of the Treasury and countersigned by the Comp¬ 
troller General. Through the use of these two classes of docu¬ 
ments the accountability of the Treasurer can at all limes be readily 
determined. The same or some similar system is, or should be, 
employed by the states, and other governmental bodies. 

Disburseiiieiit of Fund». In the foregoing description of pro¬ 
cedure in respect to the establishment of the accountability of the 
treasurer, use has been made of the expression treasury receipts 
and issues. This expression has been employed in order to distin¬ 
guish clearly between payments made from the treasury for the final 
settlement of claims and those consisting of money paid to other 
officers of the government with which to make such final payments. 
This distinction is of importance, since two procedures are open in 
the making of the detail payments required in meeting a govern¬ 
ment’s obligation. Under the one all payments to creditors of the 
government are made directly by the treasurer. In this case k 
separate pay warrant is issued for each payment made. Under 
the other, payment of the detail claims is made by other officers, 
who receive the money with which to make them from the treasure. 
In this case the only pay warrants issued are those authorizing 
the issue of money from the treasury to the officer having the duty 
of paying the detail claims. Under the first system the treasurer 
performs the duty of a paymaster of disbursing officer as well as 
that of treasurer, strictly speaking. Under the second this duty is 
entrusted to other officers attached to the operating services. 

In the case of cities whose operations are carried on in a restrict 
ed geographical area and whose financial transaction arc on a 
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comparatively small scale, the first of these two systems is probably 
the preferable one. In the larger cities, the slates, and especially 
in the case of the national government the second is desirable, if 
it is not the only one that is feasible. The national government at 
the outset attempted !o make use of the first, method of having all 
claims paid by direct action of the Fieafeurer. Ihis system, however, 
soon broke down and llie existing sy.ilem iincier which most pay¬ 
ments are made b}'^ some two or three thousand disbursing officers 
was gradually introduced. The money with which to make these 
payments is issued to them upon the execution of pay warrants 
known as “accountable warrants,” since the disbursing officers 
must account for tiie money thus coming into their possession 

Though the normal metliod of paying claims against the govern¬ 
ment is that of having these claims paid by disbursing officers, it 
is still possible, when claims are directly settled in the General 
Accounting Office, to have them paid directly by the Treasurer, 
through the execution of what are known as “scttleiiienl warrants.*’ 
This is unfortunate and tends to complicate government bookkeep¬ 
ing. The preferable method would be to have these settlements 
certified to the proper disbursing officer and and paid by him. 

FunelioiiB of Diftbursinp; Officers. The disbursing officer, as 
has been seen, receives the funds with which to make payment of 
government obligations in the form of advances from the treasury 
and for which he must make due accounting. Primary responsibili¬ 
ty thus rests upon the disbursing officer to see that only those pay¬ 
ments are made which are authorised by law, in compliance with all 
legal requirements, and that they repieseni sums actually due. The 
duties of the disbursing officer embrace these opeiations: (1) Exa¬ 
mination of claims for the purpose ol dcleiininirig whether they 
represent obligations that should be paid ;i 2) payment of such 
claims as are found to be just ^ and (o) keeping of accounts and 
rendition ol reports showing these transactions in such a way as 
will establish the fidelity of the accounts for all money coming into 
his possession and will also furnish all the data regarding the 
financial transactions involved that are needed for general informa¬ 
tion and administrative control purposes. These obligations are so 
distinct that, in the case of a large organi/.alion. such as an execu¬ 
tive department, it may be desirable t«) entrust them to diflerenl 
officers bearing some .-uch designation as claims examiner, pay¬ 
master, and chief bookkeeper, all working under the general direc¬ 
tion and responsibility of a chief accounting officer. 

The most noteworthy feature of this system of paying govern¬ 
ment obligations is that, though disbursing officers pay claims 
against the government from public lunds, ail such payments are 
made by them at their own ri.sk and on their personal responsibilily 
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This means that, should a disbursing officer, through error or 
otherwise, make a payment which is afterwards found to have 
been in excess of the aiiioual due or improper, he will not be 
given credil loi it on the settlement of his account; and, unless he 
can recover the sura paid Irom the person to whom it was paid, 
or can secure from the legidaluie special legislation relieving 
him from his liability, he will have to stand the loss from his 
own pocket. Ihe legal basis for this feature is ui.ually found in 
the provision ol law that a final settlement of claims against the 
government is only made by the auditor, or, in the case of the 
national government, by the General Accounting Officer, presided 
over by the Comptroller General. Until all payments by disbursing 
officers have been audited and iound correct by this officer, 
they are, therefore, deemed to be oi a provlsi»>nal character. 

The advantages llial this system ofler.s to the government are 
evident. It permits of the prompt payment of obligations by 
officers directly attached lo the spending services and in a position 
to secure lull information regarding the justice of claims it imposes 
upon the officer making tlie payment the strongest sort of an incen¬ 
tive lo use every possible care to avoid making improper payments 
and it gives to the treasury a high degree of protection. Ihis pro¬ 
tection against loss is further guaranteed by the requirement that 
every disbursing officer, before vnlcring upon llic perlorniance 
of his duty, .‘^hall give bond with adequate sureties conditioned 
upon his accounting for all moneys coming into his possession. The 
amount of this bond is usually placed at a sum in excess of the 
amount of money that the officer wdil have in his hands at any 
one lime. 

It might seem that it would be difficult to secure officers who 
would be willing lo assume the risk required by this system. This 
is not so, since, in the case of the national government, at least, 
this risk is largely avoided by the following two facts. The first 
is that whenever a disbursing officer has any doubt regarding the 
propriety of making a payment, he can submit the matter to the 
Comptroller General and secure an advance ruling which will re¬ 
lieve him from responsibility. The second is that where a payment, 
subsequently disallowed, has been made in "ood faith and after 
the exercise of clue care, it is usual lor Congress to relieve the 
disbursing officer of hi,s liability by the passage of a special relief 
act. Furthermore, the disbursing officer har, his recourse against 
the person to whom the money was paid. As most of these pay¬ 
ments are made lo government employees or responsible contract¬ 
ing firms, the securing of the icpayment can usually be enforced 
without too great difficulty. 
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Custody of Disbursing Officer's Funds. Until a comparative¬ 
ly recent date, the moneys advanced to disbursing officers of the 
national government were paid over to them in cash or in the form 
of a draft upon lh,e Treasurer, which the disbursing officer deposited 
to his credit as disbursing officer in some bank. This system had a 
number of disadvantages, chief of which were: that a large sum 
of money amounting to millions of dollars was at all times with¬ 
drawn from the treasury and that the government had no means 
of knowing currently the course of payments made by disbursing 
officers and, consequently, the slate of their bank balances. On 
February 1, 1913, Secretary of the Treasury Mac Veagh issued an 
order, fundamentally changing this system. It provided that, there¬ 
after, all advances to disbursing officer.*? should be made in the form 
of grants of credits to such officers with the Treasurer of the 
United States. This meant that thereafter, all disbursing officers 
carried their accounts as disbursing officers with the Treasurer of 
the United States instead of private bank. Under this system all 
risk of loss through the possible failure of banks carrying disbursing 
officers accounts was eliminated, and no money left the treasury 
except as actual payments were made to government creditors. 
The cash balance of the Treasurer was accordingly increased by 
the amounts representing the combined balances of the disbursing 
officers. As the government is a large borrower of money on 
interest-bearing securities, this made it possible for the government 
to apply this increased balance to the payment of sucli interest- 
bearing securities or to retrain from borrowing in this way to a 
like amount. The new system thus carried with it a material saving 
in payments required for meeting interest on its outstanding indebt¬ 
edness. This change was, furthermore, but a part of a new system 
developed by Secretary Mac Veagh, under which payments both 
to and by the government were made by cheque instead ol in cash 
and the cashing of treasury cheques was made obligatory upon all 
depositories of public funds. Furthermore, since all depositories 
were required to send to the Treasurer daily all cheques by disburs¬ 
ing officers cashed by them, the Treasurer for the first time was able 
to have a far more exact knowledge of financial accounts of 
the government than had been possible under the old system. 
Regarding the general advantages of this system, Secretary Mac- 
Veagh. in a letter addressed to the President of the Senate, under 
date of February 21, 1913, said: 

As the daily jiaymcuts of the government are practi¬ 
cally equal to its daily income, the desirability of a method 
whereby the receipts and payments shall clear each other 
is apparent; and the method to be complete should bring 
about this clearing before the point is reached converting 
the cheque into currency in the sub-treasuries. The new 
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plan, rcgardini^ which the Senate has made inqnirj’, is 
designed to accomplish this result and will accomplish it as 
a matter of course. 

All government moneys in the hanks are 1o tlic credit 
of 1 iu? ih*(‘asiirer of t]je IJidled Stales, 'iriiis feat in<i of new 
I)la,n makes it possible Tor the first time for llio Treasury 
to liave a far more exact daily knowledge of ijic, financial 
accormls of the government; foi* against, tlie ci-edit given 
cavil disbursing oflicer with llio 1bt‘asnler of Iho bnited 
States is charged the cheque drawn hy fhe disbursing 
oflicer and paid by the dcposilory banks ami suh-trcasuries 
and sent daily to the treasury. Tlnj hanks making these 
payments for the government out of tlnnr authorized 
balance arc furnished daily witJi government deposits 
suffiv*ienf. to restore the balance to its fixed amount. .In this 
wav, as previously stated, tlie daily income will in the 
banks meet and clear the daily exp*cnses of llic government 
and only the excess of income over dislunsement will be 
deposited in cnr.i‘eucy Avitii tiie sUili-tieasurics. Another 
advantage of the new system vcliich is of peculiar impor- 
lama* is the added convenience 1o lln* meditors of the 
government, (..diequc drawn on the ddeasurer of t.lie United 
States a.i‘C now good a,I fiar whenever they may lie jiresented, 
since any depository will pay them... .The purpose, lliere- 
fore, of the new system is to so handle the government's 
income as to meet its payments with the same convenience 
to its creditoi's and with the same par values that are 
customary in the best regulated piivate liusiiiess and so 
that only the excess of governnnait jeceipls sliall find its 
way into tlie treasury or sub-treasiu’ies. 

This syslein of having all public funds stand to the credit of 
the Treasurer of the United States but of having the deposit of all 
government receipts made by cheque into banks designated as 
government depositories and of having these banks cash all dis¬ 
bursing officers’ cheques presented to them, taken in connection 
with the abolition of the sub-treasury system and the use of the 
Federal Reserve banks as fiscal agencies of the government, puts 
the whole system of the receipt, custody, and disbursement of 
public funds upon a basis that it would be difficult to improve upon. 

Status of Disbursing Officers. At the present time disbursing 
officers of the national government are officers of the service to 
which they are attached, and thus subject to the direction of the 
heads of these services. The same condition probably obtains in 
other governments, where use is made of more than one disbursing 
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officer. This arrangement places the disbursing officer in an ano¬ 
malous position. Claims may, and undoubtedly do, arise regard¬ 
ing whose justice disbursing officers may have doubt, and which, 
if paid may gel them into trouble with General Accounting; Office, 
but which the heads of the service or department desire to have 
paid. If they make payment, the items may be disallowed by the 
General Accounting Office. If payment is refused, they incur the 
displeasure of their administrative superior, which may jeopardize 
their position or advancement. There are, moreover, other claims 
which, while technically within the law and thus likely to pass 
scrutiny of the General Accounting Office, may lack equity, be 
excessive, or lor other reasons give rise to questions regarding the 
propriety of their payment. As agents of the spending services, 
and subject to the authority of the heads of these services, the 
disbursing officers are not in a position to take a stand against the 
payment of such claims. 

The foregoing raises the question as to whether the existing 
system, where the disbursing officers are officers ol the services 
for w^hich they made disbursements is a proper one. and should not 
be changed so as to make all disbursing subordinate officers 
of the Treasurer. This system would represent practically a rever¬ 
sion to the system first installed when the Treasury Department 
was created. That system provided that all disbursements should 
be made by the Treasurer of the United Stales. Under the system 
here suggested, all disbursements would be made by him or his 
deputies. 

This system would have a number of advantages. The first is 
the one already mentioned, that the disbursing officer would be in 
a position where he could more effectively question the propriety 
of payments. Most if not all disbursements are made on the certifi¬ 
cate of some administrative officer, that ceitificate certifying, when 
the payment for personal service is involved, that the person to be 
paid was duly employed, that his rale of compensation was as set 
forth in the certificate, and that the services were in fact rendered, 
and, in the case of supplies or materials purchased, that the pay¬ 
ment conforms to an agreement legally entered into and the sup¬ 
plies or materials were in fact received and conformed as regards 
both quality and quantity to the purchase agreement. Opportunity 
manifestly exists for negligence or positive fraud in the execution 
of these certificates. The payroll may be padded, persons duly 
employed may not in fact render any service, materials purchased 
may not be properly inspected and may be short in quantity de¬ 
livered or inferior in quality to that bargained for. While it may 
be no part of the duty of the disbursing officer to verify such 
certificates, he should at least be in a position where, without 
jeopardizing bis position are chances of advancement, he could bring 
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the matter to the attention of the administrative officer superior to 
the one executing the certificate and, if need be, to his superior, 
the Treasurer and, through him. to the Comptroller General. The 
possibility that he could take such action would constitute a power¬ 
ful check upon making contracts and certifying to their execution. 

Secondly, in the case of the national government at least, if all 
or substantially all of the two thousand odd disbursing officers were 
brought under a common direction as field deputies of the Trea¬ 
surer of the United States, it would be possible to effect substan¬ 
tial economies by having one disbursing officer do the work now 
done by a number of such officers. Jn many of the important cities 
of the United Stales are to be found the field stations of a large 
number of services, each of which has its special disbursing officer. 
In many, if not all, of these cities, a single disbursing officer could 
take over the disbursing work for all the services thus located. It is 
estimated that such a consolidation will permit of a substantial 
reduction in the force of employees now^ engaged in work of this 
kind and result in a direct economy running into many thousands 
of dollars. 

This question is one which chiefly concerns the national govern¬ 
ment. The principle that is involved is, however, one that has 
general applicability. 



CHAPTER XXXV 


ACCOUNTING AND REPORTING: SOME GENERAL 
CONSIDERATIONS 

Among liie technical problems of public administration, none is 
more important lhan that of devising and operating a system 
of accounting and rcpoiiing through which full and accurate infor¬ 
mation ma 3 ' be available regarding the financial condition and 
operations of govcininental bodies. Without such information 
it is impossibh' ior tho^c directly in charge of governmental 
operations, or those lesponiible for the general conduct of public 
affairs, to exercise proper control for the legislature intelligently 
to formulafe fiscal policie. and iiieet its responsibility of deter¬ 
mining the grant of funds that shall be made to the several spend¬ 
ing agencies; or lor the general public effectively to discharge its 
function of holding both its legislative and executive representa¬ 
tives to rigid responsibility lor the manner in which they discharge 
their duties. 

Dual Funotiou of Accounts. In seeking to establish a proper 
accounting system there should be recognition of the fact that such 
a system is called iipcjn to perform two distinct functions: the 
determination ol the fidelity of all officers who handle the funds; 
and the furnishing cf the information needed regarding financial 
condition and operations for policy determining and administrative 
purposes. Ilic recognition of these two distinct functions is impor¬ 
tant for a number of reasons. 

In the first place it is desirable to recognize that it is only within 
comparatively recent years that the importance of the function 
of furnishing information needed for the efficient direction and 
conduct of affairs has been fully appreciated or that the technical 
processes required in order that accounts may perform this function 
have been satisfactorily worked out. The development of this phase 
of accounting corresponds to what is known as the rise and progress 
of modern, or scientific, accountancy. It finds expression in the 
elaborate systems of accounting that have been devised by public 
utility commissions, the installation and use of which by the public 
utility corporations are made obligatory; in the voluntary adoption 
by other large corporations of equally comprehensive systems; 
in the development of cost keeping on a large scale; and in the 
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greater emphasis that is everywhere laid upon accounts as a means 
of determining the lads needed lor general administrative and 
control purposes. 

Secondly, the transleiencc of the emphasis from the function of 
enforcing fidelity to that furni'^hing inforrnalion has radically 
changed the whole problem of accounting and made its solution 
vastly more difficult than was the case wlien little regard, compara¬ 
tively speaking, war, placed on this consideration. Formerly, the 
problem of accounting could be handled more or less as a thing apart 
from the general problem of administi ation. Now accounting 
constitutes an essenlii:! element, if indeed, it is not tlie prime factor 
in that problem. 3y this is incanl that it i.s now obligatory upon the 
general manage’, and upon all pen sons having responsibility for 
the formulation of policies and the direction of affairs, to concern 
themselves with accoiinlirig niatiers and to undcistand thoroughly 
the accounting sy.slem at least of their owm concern. Ihis change 
can be best brought about by making the distinction now generally 
recognized between accouniancy and bookkeeping. Accountancy 
is essentially a part oi the problem of general administration. It 
consists of determining llie character of the data that the directing 
body—the board of direclois or the legislature—and the control¬ 
ling executives require in order that they may efficiently perform 
their respective duties and the manner in which such data may be 
most effectively presented, analyzed, and compared with like data 
or results accornplit;hed. II. is a work that can be performed only 
by persons thoroughly familiar with the purposes, organization, 
and activities of the enterprise, and the decisions reached must 
have .special reference to the special needs of such enterprise. 
Bookkeeping represents merely the technical operations required 
in order to give effect in practice to these determinations. 

Thirdly, it is desirable to give separate and special attention to 
this function of accounts, since it is in respect to it that most 
systems of government accounts arc at the present time most 
defective. It is haidly going loo far to say that the system of 
accounts of almost all governments in this country, and the same is 
true of most governments in other countries, have been devised 
almost wholly without reference to their performing this most 
essential function. A study of them shows that in their establish¬ 
ment almost the only end sought was that of ensuring fidelity on 
the part of officers having the receipt, custody, and disbursement 
of public funds. Certainly, this is true of the accounting system 
of the national government. The system of accounts of that 
government calls for little more than two sets of accounts, the per¬ 
sonal accounts that are kept with each officer having public moneys 
pass through his hands, and the appropriation accounts showing the 
operations in respect to each item of appropriations contained in 
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the permanent and annual appropriation acts. Were appropriations 
made in accordance with any carefully worked out scheme of 
itemization and classiHcalion of items, which would show expen¬ 
ditures according to any logical plan, much information might be 
secured from the latter system of accounts. Unfortunately, this 
is not the case. The result is that, only to a very slight extent, and 
in an accidental way, does the present system of accounts of the 
national government afford the financial data essential for an 
efficient conduct of public affairs. 

Distinolion Between llic Problems of Public and Private 
Accounting. Another point that should be clearly understood at 
the outset ol a study of the problem of public accounting is the 
fundamental dilierence that e?:ists between it and private account¬ 
ing. This is necessary, since the opinion is widely held that a sys¬ 
tem of government accounting should conform in all essential 
respects to that employed by the best managed private undertakings. 
That there arc many features of private accounting that should be 
found in all governmental systems goes without saying. It can, it 
is believed, be shown, however, that the problem of financial admin¬ 
istration as it confronts a government is so distinct from that of 
a private undertaking that any attempt to give to the former the 
same accounting system as is used by the latter, is bound to produce 
unsatisfactory results. Not a little damage to the efficient conduct 
of public affairs has resulted from the efforts that have been made 
by commercial accountants, who have been called in by govern¬ 
ments to assist them in working out their accounting problems, to 
have these governments follow too closely commercial practices. 
Their failure has been due to their lack of appreciation of the 
essentially different character of government financing as con¬ 
trasted with the undertakings with which they are familiar. 

The first point of difference between the two problems lies 
in the fundamentally different purposes of the two enterprises. 
A private undertaking is conducted for the purpose of realizing 
an excess of income over outgo that will be available for the 
payment of interest on the capital invested, distribution in the 
forms of profits, or reinvestment. The latter method of utilization 
of earnings is but a temporary expedient. Normally, all private 
undertakings conducted for gain contemplate that money will be 
taken out of the enterprise. No such object is sought In a 
government. 

A second characteristic of the private undertaking conducted 
for gain is that, in principle at least, all of its assets are of com¬ 
mercial value and may be realized upon as occasion may require. 

It is necessary, therefore, that the accounting system shall be so 
devised and operated as to furnish correct information regarding 
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this value. In most expanding concerns a portion, at least, of the 
earnings are usually added to capital instead of being distributed 
as profits. On the other hand, fixed capital is always undergoing 
depreciation as the result of use or obsolescence. The accounting 
system must be of a character to take account of these factors. 
In a government there is no thought that its affairs may ever be 
wound up and liquidated. Much of iis property is not of a character 
that may ever be realized upon. Its possessions play little or 
no part in determining financial policy. These facts, as will later 
be shown, make the whole problem of listing and c:)nlrasting 
resources and obligations and assets and liabilities ol a government 
essentially different from that presented in the case of a private 
enterprise. ^ 

In the third place, there is a direct relationship between expen¬ 
ditures and revenues in a private undertaking that is almost wholly 
lacking in a government. In the private enterprise, revenues are 
produced by expenditures, and there is, thus, a direct incentive 
to increase expenditures so long as a proper relation between them 
and the return received can be maintained. In a government, if 
exception be made of the relatively few services having the char¬ 
acter of revenue-producing enterprises, no such relationship exists. 
The revenues arc ob’.ained independently of the expenditures. 

Finally, and in many respects, luosl important; of all, a govern¬ 
ment, in contrast with a private enlerprise, operates under a system 
of grants which con;.titiite legal limitations which must be observed 
by all administralive officers. One of the most important functions 
of the accounting system of a government is to ensure that such 
legal limitations are in fact observed. A government must, there¬ 
fore, provide for the keeping of so called fund and appropriation 
accounts, which ordinarily find no place in a private enterprise for 
gain. This feature runs throughout and profoundly affects the 
whole system of government accounting. 

It must be evident from this statement of the characteristic 
features of the operations of a government from the standpoint 
of finance, that the problem of organizing a system for the due 
recording and reporting of financial data is radically different from 
that of a private undertaking for gain. It is for this reason that the 
many excellent treaties on commercial accounting and reporting 
furnish so little aid to those having responsibility for the deter¬ 
mination of the accounting and reporting systems of governinents.- 

lT]ic charging of dcprccUilioii :is an operating expense is not a prac¬ 
tice of American govermnents. Jn a fully developed accounting system 
account aliould be taken of this factor even though it does not have 
the importauco that it has in private enterprises. 

2Budgct accounting is becoming more common in commercial enter¬ 
prises each year and witli good results. 
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Method of Approaeli in Organizing a System of Accounts 
and Ucports. It has been pointed out that a prime function of 
a system of accounts and reports is to produce the information 
needed for policy determining, administrative, and general control 
purposes This being sc, it is evident that the starting point in 
devising such a system should be the cleai deierminalion oi pre¬ 
cisely the character of data cleiired and the form in which such 
infoiirialion should be presented, ibis means that (he whole 
problem of organizing an accounting and icporting system for a 
government, or, for that matter, for any enterprise, should be 
approached from the report end. Having determined the character 
of financial statements that it is desirable to have, the next step 
consists of devising a system cf accounts that will produce the 
data called for by these statements, ihis done, the final step is 
the formulation of a scheme ol revenue and expenditure documents 
and of bookkeeping procedure that will enable the accounting 
operations to be expeditiously and efFicicnlly performed. To stale 
this in another wav, the order of con.sideratioii should be the re¬ 
verse of the operations actually performed in operating the system. 
The principle to be followed is that which should govern in the 
prosecution of a statistical inquiry; the information needed i.s first 
determined; next forms of tables are prepared by means of which 
this information will he presented and analyzed: and finally, sche¬ 
dules of inquirie.s and a procedure are worked out will produce 
the information thus called for. 

The foregoing may .seem to be but a statement of the obvious. 
In point of fact, however, the principle advocated is one that is 
rarely followed. Only in exceptional case.*- do those responsible 
for organizing either an accounting system or a salislical investi¬ 
gation determine dearly in advance the kind of in formation 
needed and the form in which it should be prc.sented; and the 
failure to do so is responsible in no small degree for the failure of 
financial reports of government officers to furnish the information 
most urgently needed or in such form that it can easily be under¬ 
stood and its significance appreciated. Responsibility for this rests 
chiefly upon the general administrator and the operating heads of 
particular services. As a rule, they have left the whole matter of 
accounting to the special accounting officers. They Jiave failed to 
realize that it is their responsibility to determine what financial 
data are needed by them and those to whom they are accountable, 
the responsibility of the technical accounting officers being merely 
to devise and operate the procedure necessary for securing and pre¬ 
senting this information. Only in exceptional cases do administrators 
realize the value of proper accounts and reports as an aid in the cur¬ 
rent control and direction of affairs under their jurisdiction and the 
responsibility that they are under ol making a comprehensive and 
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clear report of the manner in which such affairs have been con¬ 
ducted by them. 

Parties Interested in the Finaneial Operations of Govern¬ 
ments. In seeking to determine the character of financial data 
that it is desirble to have regarding the financial operations of a 
government, and. particularly, the form in which this information 
should be presented, account must be taken of the different classes 
of persons who are interested in such data and the lad that their 
interest is not of the same character, ll follows, therefore, that the 
system adopted shall be such as will meet the need*? of these vary¬ 
ing interests. 

First of all may be mentioned the interest of the general public, 
constituting, as it were, the cili/.en-stockholders oi the government 
corporation. Essential as is a proper accounting system to efficient 
administration of any government, it is of especial importance in 
a popular government. A basic principle of that type ol government 
is that all public officials shall be held to a rigid accountability 
for the manner in which they perform their duties. Such an ac¬ 
countability is impossible unless the public is provided with full, 
precise, and accurate information regarding the manner in which 
affairs have been conducted. At the present time the greatest ob¬ 
stacle standing in the way of effective popular control of public 
servants is that the people are not furnished with information re¬ 
garding financial operations and conditions that they should have. 
This is due partly to the fact that the accounting systems are not of 
a character to develop the information needed, and partly to the 
fact that such information as is, or may be, secured is not presented 
in a form or manner that can easily be comprehended by the or¬ 
dinary citizen. From the purely political standpoint the modern 
movement for the improvement of the systems of accounting and 
reporting of our governments, national, stale, municipal, and local 
is, thus, of great significance. 

Second in order, is the interest of the legislature. As the board 
of directors having responsibility for the giving of orders in respect 
to what the government shall do, the grant of funds with which 
to do such work and the raising of funds for the meeting of the 
expenditure thereby entailed, it is imperative that it shall have 
information regarding the manner in which its orders have been 
carried out and the results of the provision that it has made for 
financing government operations. Without such information, it can 
neither exercise in an adequate manner its function of control 
over its agents nor intelligently make provision for future needs. 

Thirdly, there is the interest of the officers of the government 
whose duty it is. not to direct actual operations, but to exercise 
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that supervision and control over those who have that duty as will 
ensure that they are performing their duties in compliance with law 
and in a satisfactory manner. These supervising officers are the 
chiel executive, the director of the bureau of general administra¬ 
tion, and the auditor or comptroller and the administrative heads 
who have general charge of, and responsibility for, the actual con¬ 
duct of operations. 

This enumeration of different parties interested in the financial 
operations of a government has been made, not merely as a matter 
of interest in itself, but because it serves to bring out a fact that 
is of great importance in planning an accounting and reporting sys¬ 
tem. This is, that the interests of these several parlies are not of 
the same character: and the system, if it is properly to perform its 
function must be so devised that it will meet these varying needs. 
The manner in which these interest vary is generally in respect to 
the extent to which it is desirable to have the details of financial 
conditions and operations. Broadly speaking, the interest of the 
general public is only in fundamental conditions and results, the 
total of receipts classified by main sources of income, the total of 
expenditures classified by the main classes of activities occasioning 
them, and totals of government resources and obligations classified 
by certain main categories. The interest of the legislature goes 
somewhat further than this, since it needs data in such a detail as 
will enable it to determine the extent to which its plans and orders 
have been honestly and efficiently carried out and the results that 
have been achieved. Its interest goes to the totals of almost all 
accounts kept by government officers and the presentation of these 
totals in such a way that their relations to each other may be clear¬ 
ly seen. Finally, the interest of the controlling administrative 
officers and those in actual charge of operations extends to the 
details of the items entering into the accounts. It, furthermore, 
differs from that of the other parlies in that it has to do with cur¬ 
rent operations from day to day, while that of the latter is concern¬ 
ed only with conditions at certain fixed dates, usually the end of 
the fiscal year and the total of operations during a fixed period, 
usually the financial year. 

All of these varying interests must be taken into account in 
framing an accounting system and particularly in devising a system 
of reports that will meet the vaiying needs of these different 
classes. Emphasis has been laid upon this point, since in few res¬ 
pects are the systems of accounting and reporting of governments 
more defective than in their failure to present financial facts in 
the manner that will meet these several requirements. 

Principle of Presentation of Financial Data. These needs, 
which differ primarily in respect to the details of financial condition 
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and operations desired, can be all met by the adoption of the prin¬ 
ciple of presentation known as that of proceeding from the gene¬ 
ral to the particular. This method consists in presenting: first 
grand summaries of conditions and operations; next, intermediate 
summaries giving under a relatively few heads the items entering 
into the items shown in the grand summaries; these to be followed 
by other statements giving the items going to make up the totals 
which appear as items in the intermediate summaries until final 
statements or schedules are given showing the individual trans¬ 
actions, if it is desired to push the presentation to the degree of 
itemization. The series of tables as a whole will thus consist of 
general summaries and supporting schedules or statements. It is of 
the utmost importance that these statements should be so prepared 
that they are consistent with each other; that is. that the totals of 
detail statements will correspond to the items in the more summary 
tables to which they are supporting documents. 

The foregoing considerations can be made clearer by a prac¬ 
tical illustration, fhe first fact needed and that should be given 
regarding the revenues and expenditures of a government during 
a fiscal period is the total of each of these two items. Each of these 
totals should then be supported by statements showing the items 
entering into these totals, classified under a relatively few heads, 
showing the sources from which the revenues were obtained and the 
purposes for which the expenditures were made. Following these 
statements should be given further tables showing in progressively 
greater detail revenues and expenditures by sources and purposes. 

The mere statements of this system and order of presentation 
must make it clear how well adapted it is to meeting all needs. It 
is, in fact, so clear that it is little short of remarkable that it is not 
more generally followed in practice. Examination of existing finan¬ 
cial reports shows, however, that it is more often disregarded than 
followed. General summaries are often put at the end of reports or 
are buried by being interspersed through the reports. More unfor¬ 
tunate still, the several statements given arc not integrated into a 
systematic scheme of presentation by making the more detailed 
statements directly supporting statements to the more general tables 
and having the latter contain specific reference to the detail tables 
giving the items entering into their more general totals. Finally, 
the figures given in the several tables often do npt correspond to 
each other, and no adequate explanation is given of their failure 
to do so, 

Distinction Between Statistical and Accounting State¬ 
ments. Another important distinction to be made is that between 
technical accounting and detail statements on the one hand and 
statistical or general accounting statements on the other. The first 
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named are essential In delermining fidelity on the part of all officers 
having the handling or custody of funds, and especialJy in enforcing 
fund and appropriation obligations. I hey have iheir essential 
place in any scheme of public accounting and reporting. Unfortu¬ 
nately, these statements are, for the most pari, not of a character 
to produce the information desired by those interested in the more 
general phases of government operations. 11 the needs of this 
class are to be met, general statements having the form of statisti¬ 
cal presentations rather tlian that of accounting slalemenls strictly 
considered, are required. 

In general it may be said that the failure on the part of the 
states to furnish proper information regarding their financial condi¬ 
tion and operations is in respect to this second class of statements: 
Very generally the accounting officers of the stales keep their ac¬ 
counts and render their reports in such form that there is full 
verification of the fidelity with which fiiittncial affairs are conducted. 
Only in exceptional instances, however, do they prepare and pub¬ 
lish general and statistical statements showing clearly the informa¬ 
tion that is desired by those interested in general conditions and 
operations rather than the details of financial accountability. 

This distinction between detail and technical accounting state¬ 
ments on the one hand and general and statistical statements on 
the other has the added importance that while it is practically 
impossible, even if it were desirable, to secure unilorrnity between 
the states in respect to the detail and technical accounting state¬ 
ments, there is no inherent or serious practical difficulty in secur¬ 
ing uniformity in respect to the general and statistical statements. 
All that is required is an agreement by accounting < fficeis upon a 
relatively few matters of classification, such as the manner in which 
receipts and expenditures shall be classified and the form of state¬ 
ments of assets and liabilities. 

Finally, it is only by the use of statistical statements that con¬ 
ditions and operations over a period of years may be brought into 
comparison and the data presented analyzed from varying stand¬ 
points. 

Need for a Clear and Definite Terniinolog;y. Another 
essential requisite for an adequate system of financial reports is 
that the data presented shall be clearly and readily understood. 
To secure this result it is necessary that the terms and expressions 
used in the titles for tables, the column headings,* and the several 
items of classification shall be, so far as possible, those whose mean¬ 
ings are easily and generally understood; and that the same terms 
and expressions are always used with the same meanings. To make 
certain that there will be no misunderstanding, it is desirable that 
the precise meaning of each term be clearly set forjji according to 
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a standard nomenclature. It cannot be safely assumed that those 
desiring to inform themselves regarding the finances of a govern¬ 
ment are acquainted with the technical details of the system of 
accounting and of the precise meaning of the terms and expres¬ 
sions employed. 

In most reports now published the terminology emplojed is 
confusing and inconsistent, and little attempt at uniformity and 
standardization in the use of terms is attempted. Not only are 
there variations as between the reports of the dillerent depart¬ 
ments, but even in the financial reports proper there is lack of 
any clear and definite use of terms. Financial reports make use 
of such terms as: “General Fund,” “Trust Funds,” “Special Funds,” 
“Disbursing Officers’ Ci edils,” “Ordinary Receipts,” “Ordinary 
Disbursements,” “Net balances,” and “Balance free of current 
obligations,” with no explanation of the precise meaning of these 
terms. In tact, some of the terms, such as “Trust Funds” and 
“Special I'unds” are not used consislenlly, but are applied at one 
time to one group of funds and at another time to another group. 
Changes in terms are also often made in the reports from one 
year to another with no explanation as to the eflect of such chan¬ 
ges. Until this question of terminology is satisfactorily answered 
and consislenlly adhered to, financial reports can never furnish 
the information that it is their iunclion to provide. 

Need for a Manual of (iuvernmeiil Aeeoiintiii^ and Uc- 
porling. With the best of effort, it is, however, impossible to make 
all financial statements self-explanatory. It is not feasible in the 
statements themselves or in the accompanying text to define all terms 
employed, to describe the fund distinctions set up, or io describe 
the scope of particular items. Properly to meet the needs of the 
situation, all governments should prepare an accounting and report¬ 
ing manual, in which should be set forth the system of accounting 
and reporting employed, a definition of all lei ms employed, 
a brief statement of each fund, and, generally, the information 
required in order that the financial statements of the government 
may be intelligently understood. 

Such a manual would make it possible for those outside of the 
government offices to understand the statements issued and to make 
intelligent use of them. A document of this kind v/ould also be 
invaluable in the actual conduct of fin aricia! administration, as 
furnishing the most effective means of instructing all officers and 
employees having to do with financial transactions in their duties 
and ensuring that all are applying the rules laid down in a uniform 
manner.'* 

-Por ail example of flic general character that such docuniciit 
eliould have, see Henry Seidemann, ‘^Manual of Accounting and 
Koportiiig for the Operating Services of the National Oovernnienl, “ 
liistitule for Goveriiinent Eesearch, Studies in Admiiiistratiun, 11*20. 
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Need for a Standard ClasBificatioii of Financial Data. Ac<^ 
counts have to do with a great mass of items. The central problem 
of devising a proper system of accounts and reports is not one of 
bookkeeping technique or accounting procedure, but of determin¬ 
ing the heads under which accounting data shall be recorded and 
relationship that these several heads shall have to each other. It is 
desirable to know, not merely what are the assets and liabilities of 
a government, but the character of these assets and liabilities; 
not merely the total of receipts, but the sources from which these 
receipts were derived; not merely the total expenditures, but the 
purposes for which these expenditures were made. In most cases 
it is desirable to have these items presented from a number of 
different standpoints. This information will only be available when 
the whole problem of listing and classifying financial data is care¬ 
fully worked out in advance and the accounting system made one 
that will produce this information. Prime responsibility for the 
defective character of most existing systems of government ac¬ 
counting and reporting is due to the failure on the part of govern¬ 
ments properly to work out their problems ol classiBcation. Often 
different branches or services of the same government list and 
classify their receipts or expendilutes in quite different ways and 
even where uniformity exists the scheme employed is not one that 
produces the information needed. The fact that the political sub¬ 
divisions within a state and the states themselves use different 
methods of classifying and presenting financial data is primarily 
responsible for the difficulty !hat exists in comparing the operations 
of one government with another. Though the accounting and re¬ 
porting systems of most of our governments are radically defective 
from this standpoint, there is now, fortunately, substantial agree¬ 
ment on the part of students of public administration in respect to 
the nature of the classifications that should be employed. Our 
subsequent consideration of character of information that it is 
desirable to have regarding the financial condition and operations 
of governments will have to do largely with this matter. 

Need for an Annual Financial Report. That an accounting 
and reporting system of a government should provide for the pre¬ 
paration and publication of an annual report, in which should be set 
forth all the facts that it is desirable to have regarding the govern¬ 
ment’s financial condition and operations, would seem to bq so 
self-evident that mention of it would be superfluous. It is a remark¬ 
able fact, however, that this elementary requirement is met by few 
of our governments in any satisfactory manner. The various finan¬ 
cial officers, and particularly the treasurer and the comptroller or 
auditor, issue annual reports. These reports are usually devoted 
wholly to making known financial facts from the fidelity standpoint, 
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Only rarely do they attempt anything in the way of an analysis of 
data for the purpose of bringing out important facts. Advantageous 
use of these reports is reslrict|d not only by this fact but by the 
further fact that the several reports being prepared from different 
standpoints arc often out of adjustment and confusion results in 
attempts to use them. 

This situation is strikingly illustrated by the system of financial 
reports of the national government. It may almost be said that 
that government makes no general financial report. The nearest 
approach to such a report is the sei of tables contained in the 
annual report cl the Secretary of the Treasury. These statements 
are buried, as it were, in the general administrative report of the 
Secretary, They appear in the middle of the volume. They are 
not even made ti e subject of special chapter, but are run into 
the general text almost as an incidental feature of the report. It 
is not a matter of widespread knowledge that they are to be found 
in that report and the report itself has, at best, but a limited 
circulation. These statements, moreover, are of the most general 
character. If one desires to push his inquiries further, he has to 
turn to other reports: .such as, the “Annual Report of the Trea¬ 
surer of the United States, ** the “Combined Statement of Receipts 
and Disbursements, Balances, etc., of the United States during the 
Fiscal Year ** the annual reports of the Commissioner of Internal 
Revenue and other administrative officers, the “Annual Budget,” 
etc. These several reports have, for the most part, been indepen¬ 
dently prepared, no adequate attempt has been made to bring them 
into harmony with each other, through the use of the same termi¬ 
nology, classification, or otherwise. The searcher after facts finds it 
difficult to make use of them as mutually suppoiting documents. 
The lack of any general and comprehensive financial report is 
met in part by the statements contained in Part I of the annual 
budget. These statements, however, do no emanate from an 
accounting officer. Properly, they, with other statements showing 
more fully financial condition and operations, should form the 
subject matter of an official financial report and be merely re¬ 
produced by the Bureau of the Budget in preparing the budget 
document. One of the reforms required in the accounting and 
reporting system of ihe national government is the preparation and 
publication of a separate report, to be known as the annual finan¬ 
cial report of the government, which will constitute the one docu¬ 
ment to which all persons interested in the financial condition and 
operations of the government will refer for information and which 
in addition to the formal accounting statements, will contain, 
statistical tables analyzing the data and presenting them from com¬ 
parative standpoints. This document, as will later appear, should 
emanate from the General Accounting Office. 
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Much the same condition of affairs that has been described in 
respect to the national government is to be found in the case of 
the states and to a less extent of the cities. The writer is familiar 
with but one annual report of a government body in the United 
Stales that fully meets the requirements of a general annual 
financial report such as has been described. This is the Annual 
Report of the Auditor of Hawaii. The entire financial system of 
that territory has recently been thoroughly reorganized as a feature 
of the adoption by ilol a modern budget system, with the result 
that the territory now has probably the best budget and accounting 
system of any state or territory in the Union. One of the features 
of this system is the preparation and publication of the report to 
which reference ha? been made.'* 

The Ado|itum of a Year. In all systems of finance, 

public or private, it is essential that a fixed interval of time shall 
be adopted as one to which all financial transactions shall be made 
to relate. This is necessary in order that periodically these opera¬ 
tions may be reviewed and their significance made known. Especial¬ 
ly is it important that at fixed dates the financial condition of the 
undertaking, as revealed by a comparison of its resources and 
obligations, shall be determined. Unless this be done, and the 
financial experience of the period just terminated compared with 
that of preceding periods, it is impossible iiilelligenlly to plan for 
the future. In almost all enterprises the period adopted is that of 
a year, and this is the invariable practice of all governments.’^ 
Though there is little of a variation in respect to the length of the 
accounting period, a wide difference of practice obtains in the case 
of both public and private enterprises as to the dates on which such 
annual period shall begin and terminate. 

This question of the terminal dates oi the fiscal or financial 
year, as such period is usually designated, is a matter of consider¬ 
able importance in the case of governments. The chief desideratum 
is that the beginning and ending of a fiscal year shall be so adjusted 
that the three operations of estimating future need<(, making pro¬ 
vision for them through the enactment of revenue measures and 

4The devising and installation of this system was cft’oc'ted l:»y a 
special Commission on Puldir Accountancy, of which Mr. Hsnry P. 
Seidemann. of tlie Institute for Government Research, was tlie Techni¬ 
cal Director. 

•”‘This is true even in the case of the individual states of the American 
Union, notwithstanding the fact that the great ma.jority of them 
provide for n meeting of their JegislatiirCH only every other year. Though 
appropriations are thus made by these states for two or more years in 
advance, provision is in all cases made for an annual accounting of all 
revenue and expenditure triinsactions. 
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appropriation acts, and the taking of action upon such measures, 
shall be brought as close together as possible. At best it is a 
difficult matter to accurately forecast prospective revenues and 
future expenditure needs. The longer that this is done before the 
period to be financed being, the less likely it is that it will be done 
accurately. In fixing the fiscal year, two factors must be consi¬ 
dered in their relation to each other: (!) The time that is requir¬ 
ed to close the books for a period, determine the results of 
such period set forth conditions obtaining at the end, and 
estimate future needs; and (2) the date upon which it is possible 
for the legislature to act upon such data and authorize action for 
the period to ensue. There is, thus, an intimate relation between 
the data of the convening of the legislature and that of the begin¬ 
ning and end of the fiscal year. 

In general, it may be said that governments have adopted two 
distinct methods in seeking to harmonize the conflicting considera¬ 
tions that are here involved. The first method is that of England 
France, and Canada, which, in their effort to bring close together 
the dates of estimating future needs, providing therefor, and pro¬ 
ceeding under such authorization, have adopted systems under 
which definite provision is not made for a fiscal year until after 
that period has begun. The other is that of the United Stales, 
which calls definite action before beginning of the period to be 
financed. 

In England the fiscal year begins on April first. Parliament usu¬ 
ally convenes in February and the estimates are submitted during 
that month, having been prepared during the preceding two or 
three months and put into final shape by the Treasury in January. 
It is clearly impossible for these estimates to be adequately consi¬ 
dered and passed upon during the few weeks before the opening of 
the new fiscal year. The practice, therefore, is, before April first, 
to make what are calted “voles on account.*’ These are grouped 
in an act known as the Consolidated Fund (No. 1) Act, which 
makes provision for carrying on existing civil and revenue services 
for a part of the year, say, three or six months. For the support of 
the army and navy, large sums are also similarly, voted, but in a 
somewhat different form. Subsequently, and after the fiscal year 
to be provided for has begun, a final appropriation act is passed, 
which has a retrospective effect, since it fixes the sums to be ex¬ 
pended under the several heads enumerated during the entire year. 

The ‘‘votes on account” ralate, of course, to appropriations, 
With reference to revenue bills, it is the practice in England to pul 
tax measures into effect as soon as they are proposed in Parliament, 
that is, before they are actually enacted into law. This is done in 
order that their provision may not be avoided by persons taking 
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immediate action for their own benefit but to the detriment of the 
government’s revenue, in anticipation of the changes in the law 
which are to come; as, for example, the importation in large 
amounts of a commodity, the import duty upon which is to be 
increased. Should the measure not be enacted, the amounts collect¬ 
ed upon it would be refunded. Formerly, there was no legal war¬ 
rant for this practice. A decision of the court® having declared 
explicitly the illegality of practice, an act of Parliament was secur¬ 
ed in 1913 (3 Geo. V, c. 3) giving express legal authority with 
certain limitations to the practice. 

In France somewhat the same result as that secured in England 
by “votes on account” is obtained by the employment of what are 
called douziemes provisoires. These have been defined as ‘‘an 
authorization to collect taxes and pay public expenditures over 
a certain number of months, in accordance with a temporary allot¬ 
ment.”^ 

Though termed temporary, these douziemes provisoires have, 
in fact, become the ordinary and usual practice, and Stourm is of 
the opinion that, because of their value in enabling the enactment 
of the budget to be made at the latest possible date, they should be 
formally sanctioned and thus regularized. It will be observed that 
the practice, both in England and France, is to make it possible 
to reach the final determination regarding the government’s finan¬ 
cial program during the course of the very year to which it is to be 
applied. Ihe French financial system is, however, defective in that 
the estimates themselves are prepared by the executive some four¬ 
teen or fifteen months before the beginning of the year to which 
they apply. If, as in England, these estimates were adopted by the 
legislature practically without change, this would be a much more 
serious matter than it is in fact, since the French Chambers freely 
exercise their own judgment upon the financial proposals made to 
them by the executive. It may also be added that though prepared 
in either October or November .the estimates are not sent to Parlia¬ 
ment until January or February of the next year, and sometimes 
not until June or even July.® 

In Canada the end attained in England by “votes on account” 
and in France by douziemes provisoires is reached by the enact¬ 
ment before April first, when the fiscal year, begins, or very soon 
thereafter, of fractional parts of the estimates as submitted by the 
executive, the remainders being voted later on and at greater 
leisure and with such changes as may then be seen to be desir¬ 
able. 

6 Bowles V. Bank of England. 

7 Bene Stourm, Til c Budget. EngllsL trauvslatlou publislicd by the 
Instilute for Government Beseurdi, p. 32f». 

® Ibid., 108 ei seq. 
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In the United Stales. Congress convenes in regular session the 
first Monday in December. This is provided in the Constitution 
itself though authority is given to Congress to appoint by law a 
different date. Until 1842, the fiscal year corresponded to the 
calendar year. Due to the great difficulty in considering the esti¬ 
mates and passing the necessary appropriation acts in the few 
days intervening between the assembling of Congress and the 
beginning of the new years. Congress, at the earnest solicitation of 
the Secretary of the Treasury, passed an act on August 26, 1842, 
changing the date of the fiscal year to July 1—June 30. Under 
provisions of the Budget and Accounting Act. 1921. the spending 
services must submit their estimates of appropriations to the Bureau 
of the Budget not later than September 15 of each year, and the 
President must submit his budget to Congress upon its assembling 
on the first Monday in December. 

It will be seen that under this system the fiscal year terminates 
June 30, estimates of expenditures must be formulated by the ser¬ 
vices by September 15, Congress must receive them the first week 
in December, and final action must nominally be had upon them by 
June 30. In general, this must be deemed to be a fairly satisfactory 
arrangement. Two and a half months would not seem to be too 
long a time in which to close the books and state the accounts for 
the last completed fiscal year, and. on the basis of the information 
thus furnished and that available regarding appropriations for the 
year in progress, to formulate estimates for the year to ensue. Seven 
months, however, would appear to be more lime than is required 
for the proper consideration of these estimates by Congress. It 
should be borne in mind, however, that every other year the session 
of the Congress convening in December comes to an end on March. 

4. Experience has shown that on these years great difficulty has 
been experienced in securing action upon all appropriation measures 
within the ninety days available. The situation would be much im¬ 
proved it favourable action were had upon the proposal to change 
the dates of the terms of Senators and Representatives so as to 
permit of each newly-elected Congress convening in the January 
following the November in which it was elected, and consequent 
abolition of the distinction between long and short Congress. If 
this were done, not only would adequate time be offered each year 
for the consideration by Congress of the estimates, but an addi¬ 
tional month would be available for the work of formulating the 
estimates. Under existing conditions the American plan must, it is 
believed, be held to be superior to that of Great Britain and the 
other countries whose systems call for provisional appropriations. 

Occasionally it happens that, due to differences between the 
two Houses of Congress or between Congress and the President, all 
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of the appropriation bills for the the support of the government 
are not passed prior to July ]. This situation, as has been pointed 
out, is met by Congress passing joint resolutions extending exist¬ 
ing appropriations for a month and. if, at the expiration of that 
period, action has still not been taken, by the passage of another 
resolution of the same character. 



CHAPTER XXXVI 

BASIC CHARACTER OF ACCOUNTING SYSTEM 

Accrual or Cash Accounting System. Analysis of the 
nature of financial transactions shows that most, if not all, of them 
comprehend two distinct steps or operations: (1) Ihe taking of 
the actions by which the right to a receipt or the obligation to 
make a payment is established, or, to use the technical expression, 
accrues; and (2) that by which this right or obligation is realized 
upon or discharged, or, as the expression is, liquidated. It is 
evident that the rbai assets of an undertaking are constantly being 
increased by the accrual of interest due on moneys loaned and of 
payments due it on account of work performed or goods furnished 
and not paid for in cash. In like manner, liabilities are constantly 
being incurred through the accruing of interest on moneys borrow¬ 
ed, the purchase of supplies on credit, etc. These accrued assets 
and liabilities are ultimately liquidated by the transfer of cash. 

On the basis of this di.stinction between the accrual and the 
liquidation of assets and liabilities, two systems of accounting are 
possible. The one disregards all operations of the first kind and 
seeks to record only those in which an actual transfer of cash has 
taken place. Such a system is known as one of cash accounting. 
It affords no information regarding the accrual of assets and 
liabilities, but gives data regarding settlement or liquidation. The 
second system seeks to give information regarding both accrual 
and liquidation transactions. Under it, appropriate entry is made 
on the books of all actions having for their result an undertaking 
which has the right to an asset or placing it under an obligation 
to pay, that is, of subjecting it to a liability, and also all actions 
by which these rights are realized upon or the liability discharged. 
This system, on account of its characteristic feature of recording 
accruals is known as the accrual system of accounting. 

It is hardly necessary to point out the relative merits of these 
two systems. The mere statement of their differences is sufficient 
to show the superiority of the latter. It must be apparent that 
the really significant transactions are those by which an under¬ 
taking is given the right to the receipt of payment or is placed 
under the obligation to make one. Thus, for example, it is clear 
that when a tax is levied for a given year the amount of the levy 
constitutes an asset of the treasury almost as definitely as though 
it were cash in the treasury. Subsequent transactions representing 
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the collection of this tax constitute merely the conversion of this 
asset from one form to another; that, namely, from moneys due 
to cash. In like manner immediately upon the government enter¬ 
ing into a contract calling for the payment of money, the amount 
that it thus obligates itself to pay constitutes a liability and sub¬ 
sequent transactions representing the payment of this obligation 
constitute merely a liquidation of this obligation, which is 
counterbalanced by a diminution of cash. To a very considerable 
extent the cash in the treasury of a government represents merely 
the government’s working bank balance. Information regarding 
it furnishes no more information regarding the financial condition 
of the government than does a man’s bank balance regarding how 
much he is worth. As one of our ablest students of public finance 
has expressed it: ^ 

Slionld wc turn our attention from public accounting 
1() the best co oi)erntion accounting one will discover that 
“earning and cx])enscs'’ have almost universally supple¬ 
mented the older bookkeeping ])liniscs of “rcceii)ts and 
expenditures.” The idea seems to be that liabilities should 
be balanced against assets and not payments out against 
payments in. Tlic evil of the cash system is that it cannot 
make a I Jiie cxliibit oT the condition of affairs, because it 
confines tlic record to accomplished financial events. It pre¬ 
sents no guai anlce iliat a company is solvent even though 
it show.^ thousands as cash on hand, for how can one know 
that ol)Iigfitions tliat (»ught to he ehai-ged against this balance 
have been paid? Tiie only way of making an intelligent 
statement, by whicli is meant a statement that shows upon 
its face tlie standing of the business to which it pertains, 
is to accept as the basis of the statement assets as accrued 
and li:d)ilitics as accrued at the date of the report. 

Every modern business enterprise recognizes the importance of 
the considerations that have been pointed out and makes use of 
the accrual method of accounting almost as a matter of course. It 
is exceptional, however, for a government to do so. The practice 
on the part of most American governments, and to a large extent 
foreign governments as well, is to keep their accounts on the cash 
basis, with the result that their accounts show only a record of 
moneys actually received or paid out. 

In view of the utter inadequacy of the cash system to furnish 
a true picture of financial conditions, one may well ask how it is 
that governments generally have accepted this system instead of 
that of accruals, with its manifest advantages? The answer to 

C. Aclama, Tlic Science of Finance, p. 200, ^ 
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this question is found a number of facts. The first is the univer¬ 
sal conservatism of governments in adopting new principles and 
practices. It must be remembered that it is only within compara¬ 
tively recent years that the merits of the accrual system have 
been appreciated by private industry and the difficult problems 
involved in its successful application worked out. The account¬ 
ing systems of governments were, for the most part, devised at a 
time when the cash system was practically the only one employed. 
It is not remarkable, therefore, that the governments have not 
gone over to the new system until the merits and practicability of 
that system were fully established. That a position may now be 
said to have been reached. This explanation, therefore, should 
no longer have validity. Every government whose system of 
accounts is on a cash basis should at least make a thorough study 
of the question to determine whether time has not arrived when 
it should adopt the new system of accruals, the superiority of which 
in the case of all private undertakings is now so well established. 

A second explanation of the adherence of governments to the 
cash system is the greater simplicity that is claimed for that system 
as constrasted with the accrual system. That there is consider¬ 
able justification for this claim, can hardly be doubled. It must 
be apparent that a system that takes account only of transactions 
involving the actual transfer of cash is a simpler one than one 
which requires that an accounting record shall be made of all 
transactions by which an obligation is set up in favour of or 
against the government. This is a factor, however, the importance 
of which can easily bjc exaggerated. The accrual system is 
certainly one which it is more difficult to work out and inslal than 
is the cash system. Once devised and installed, there is no reason, 
however, why it cannot be operated with as great effectiveness as a 
cash system and without too much additional labour. The factor 
of increased complexity, in a word, is one that effects the problem 
of devising and introducing the system rather than its subsequent 
operation. 

Still a third reason that is given for the adherence of govern¬ 
ments to the cash system is (hat the operations of a government 
are so different from those of private undertakings that the accrual 
system is not applicable to them. It is, it is believed, hard to 
justify this claim. The accrual system has been found to be both 
desirable and feasible in the case of all private undertakings, no 
matter how devious their character. It is doubtful whether the 
operations of a government differ more from those of private 
undertakings than do private undertakings among themselves. 
Professor Adams, who examined the question with unusual care, 
took the position that there is nothing in the peculiar character of 
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government activities that renders the accrual system inapplicable 
to them.® 

Without expressing a positive opinion ni)on this point, it 
is difficult to say wliy o^ovcriimcnt accouutin<:^ cannot be 
carried on successI’ully on the J)asis oi! accruals. There is 
nothing in the nature oi’ i>iiblie expenditures which render 
this more difficult for the government than for a railway 
corporation. The income of a government arises from taxes 
or from services. Taxes arc an asset ol: tlie State when 
legally Jissessed, while the earnings from a i>ubiic service 
are in all resj.)ects like the earnings ol’ a private corporation. 
There is no more difficulty in re])orling etistoins duties 
accrued from day to day than rej>orting moneys received 
from day to day. Internal rcvcmic, also, being an excise 
duty, grows from day to day with the process of maniiL’ac- 
ture, and reports might be made by iiiteimal revenue officers 
at sufficiently frequent intervals to enable the treasurer to 
maintain a current oversight over puidic assets from this 
source. The assessment or apportionment of direct or i:)i*o- 
perty taxes, it is true, occurs but once a year, but a clearer 
idea of the business of levying and collecting taxes could 
be ol)tahied were tliis amount set up on the ))ooks of the 
State as an asset (deficiencies in collection being accounted 
for as a corporation accounts for bad debts) than by the 
X)rcscnt method of taking into consideration nothing I)ut 
amounts actually paid. There is no difficulty in ai)plymg 
the theory of accruals to public income. 

The expenditures of the ^Statc, also, permit of their 
being charged when accrued instead of deferring the 
charge until the payment is actually made. The ])ayroll of 
the State is like the i)ayroIl of a corporation and i-epresents 
a constantly aecj-uing obligation. It is an ‘^operating ex¬ 
pense.'* Interest upon a debt acciaics with mathematical 
I)rccisjon, and may be taken up on the books without refer¬ 
ence to the date of maturity or the time of payment. The 
obligations arising from contracts arc perhaps a little more 
difficult to handle, but the same problem is handled success¬ 
fully by corporation accounlants. There is nothing in the 
nature of public income or of public expenditures to pre¬ 
vent tlic adjustment of public accounting to the theory of 
accruals. 

Of (he correctness of this position, there can be no doubt. Not 
only is it endorsed by all those who have made public account¬ 
ing a special study, but the entire workability of the system 

2/ta7., jn). 207-08. 
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has been demonstrated by the few governments which have 
courageously remodelled their accounting systems so as to make 
them conform to the principles of the accrued system. The gene¬ 
ral adoption of the accrual system, thus, constitutes one of the 
great reforms urgently needed in public accounting. Until it is 
adopted, government accounting cannot be put upon a thoroughly 
satisfactory basis. 

The Fiscal Year in Relation to Accounts. Before leaving the 
subject it is of interest to point out a difficulty that is encountered 
by governments in attempting to operate a cash accounting system 
and the variations in the manner in which this difficulty is met 
by Great Britain, France, and the United States. This difficulty 
has to do with the question as to whether the accounting system 
shall seek to record cash transactions in relation to the year in 
which they take place or the year to which they relate. Appropria¬ 
tions are for the most part made for meeting the expenditures of a 
given year. In practice many payments have to be made in one 
year for the purpose of liquidating obligations incurred in and, 
therefore, pertaining to prior years. In like manner taxes levied 
and payable in one year are to a considerable extent only collected 
in subsequent years. If the amounts are kept on the basis of the 
year in which they are made, it is impracticable to make accurate 
comparisons between the operations of different fiscal years. If 
they are kept on the basis of the year to which they pertain, separ¬ 
ate sets of accounts must be kept with the several fiscal years, an 
operation involving much additional work and tending to confuse 
the situation that exists at any one time. 

The British accounting system re.«^ts squarely upon the basis of 
recording transactions according to the year in which they take 
place. No effort is made to show receipts and expenditures accord¬ 
ing to the years to which they relate. Under this system all 
unexpended balances of appropriations lapse at the end of the 
fiscal year for which they were made, and all expenditures that 
must be made for meeting obligations incurred during that year 
and remaining unliquidated at the end of the year must be made 
from appropriations made for the ensuing fiscal year. As a writer 
on the British financial system expresses it:^^ 

The moment the 31st of March (the close of the fiscal 
year) ends the balance is struck on both sides and 
credit is taken only for the actual money received within 
the twelve months, while all authority to spend money for 
any purpose, except the Consolidated Fund, immediately 
lapses. If an extra credit has been given and, as may 

^A. J. Wilson, The National Budget, p. 147. 
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r*oi! 

oJ’tovi liap])en, lias been all spent within the financial year, 
1 he (un eniment has no power to continue to draw upon it. 
Pailianionl mils! renew it before another penny can be 
asovL ami the same is the case with ordinary unexpended 
haiaiK'Cs. By this vigoious proviso all concealment of debt 
ami con.ill him of amount of income and expenditure are 
avvjidcd. Ki\A) year lolls its own talc and each year the 
t tovci ViiiuMii jn power iias anew to submit the estimates f/e 
noi'o to Pariiaiiicnt. 

In Fiance the atleinpl is made to record Iransaclions according 
lo the year te wliich ihey relate. There, a dislinction is made bet¬ 
ween wliai is termed the (j'crcicc financiered that is year to 
which l.u.mciixl ti uisaclions relate, and (icstion (innuclle, the year 
in which iinancia) Iran.aclions take place. Under this system, 
it i;f po; :i)Ie i.>! h raiice lo state her accounts in two ways, accord¬ 
ing {o the year in which they lake place and according lo the year 
to which they relate. 

From the purely theoretical standpoint the French system is 
probably superior lo the British. Under the French system 
the financial autonomy, so lo speak* of each year is preserved and 
accounlins data are brought into direct adjustment with appro- 
priaticn iu nio and tax levies. The system preserves the connection 
between I he r esponsibility for aulhorking of action, the taking 
of aclicn, and the final settiernent of the obligations incurred as 
the resiill of such action. It becomes possible lo determine with 
grealci accuracy the results of policies and more definitely lo 
locale and fix i t^ponsibililies. Under the British system, the 
accounts, combining as they do the transactions pertaining to 
ijt nurnbei of year? fail lo give accurate information regarding the 
results ol particular lax levies or of the operation under particular 
authorizations to spend. 

Tha theoielical advantages of the French system are in general 
accepted by British writers. Against them, however, are urged 
ceilain practical disadvantages, that it is claimed, more than offset 
lljcrn and make the British system one that, judged by its practical 
rcojits, is the superior of the two. These practical disadvantages, 
it is staled, are; that the French system is much more compli¬ 
cated; that it leads lo delay in securing accounting data; and that 
the information luinished by it, interesting though it may be, is 
not of any practical value as an aid to the formulation of future 
financial policies, or at least is not of sufficient value to warrant 
the trouble and expense involved in securing it.^ 

^Tliis jjondilion ( oiild l>e remedied, liowover, if France accrued its 
rcrcivrildos ;iiid p jyalile.s at tlie close of each tiseal year after the man- 
jH'r of pri\alfM orfioratiojis. 7f the amounts so set up arc more or Jess 
tli;Mi tlif rnriounts pni).^cf{ucntlv received the adjustment would be made 
in tin; oo: pin;-! r.c( omit- 



BASIC CHAR ACTER OF ACCOIJN I ING SYS I EM 

These practical objections are undoubtedly sound, Jhil l!ie 
French system is a more complicated one than the British must be 
evident. It requires that the books for a fiscal year shall be kept 
open until the last transaction pertaining to it has been finally ad¬ 
justed and settled. As a consequence the government must keep 
running concurrently a large number of different sets of books and 
take care to distinguish the year to which each transaction ielate:-. 
In contrast with this, the British system requires Lmi a ; in;;!C : el of 
books, which are closed immediately upon the Icrminaiion of the 
year. The really vital objection that may be urged ag Must the 
French system is, however, that, judged from l!ic piac .ic=il land- 
point, it does not furnish the information needed by the Icglslaluie 
in framing its policies for future action. Complete and acen) ate 
information regarding the operation peltaining to a year is only 
available when the books for the year arc finally closed. This will 
normally not occur until a number of years after the end of the year 
to which the accounts relate In the meantime, the government has 
had to consider its financial condition and to formulate its financial 
policies a number of times. In a word, the government has had to 
proceed without this information^ with the result that the latter can 
have but little more than historical interest. As the writer already 
quoted says; *’^ 

Under arrangements of this kind (that is, ilio French 
system of accounting) the greatest confusion may easily 
prevail, and it is always three or roui* years heioro the 
nation can know what the definitive CApenclitine ol! a given 
year is. Indeed, it is quite possible )o hide iiiat iminn laiil 
fact from the people altogether.... Even in I 'l'ance, with its 
carefully chosen budget committees, the t rue slalo of tlu‘ 
national balance sheet is often hard to discover. Ai rears 
of taxes in one year overlap with lho.se of oMier y. ar.-\ m e- 
dits old jostle credits new, and amid tlie eonffision I lie t i utli 
is smothered. 

In another place, in discussing the same matter, he say.s: 

Everyone who knows anytliing oL* llic diffieuliy of ex¬ 
plaining at all effectually even sim[)lc matters of accounts 
will know tliat such elaborate figures as these [i. c., [lie 
French figures] can never be understood by many persons, 
and that even among those persons there arc sure 1o be 
many wranglers about them....The political effect is that 
the French nation can form no oiiiiiion about its finances. 
It is told too much, and in too abstract a form and so knows 
nothing. The English chancellor gives every year a rough 
popular account of the general state of things and this can 

p. 148. Quoted by 11. C. Adams, The ScIcmko ot FijKUice, p. 
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be broadly criticized and dealt with. And it is only so that 
a free nation can judge ol! its finances. If it attempts preci¬ 
sion it ensures failure^* 

The American system conforms in principle to the British system 
in that accounts are kept on the basis of each transaction during 
the year and no attempt is made to make a final showing of the 
accounts of fiscal years on the basis of transactions pertaining to 
those years. This system, however, lacks the simplicity and con¬ 
sistency of the British system, due to the varying way in which 
appropriations are made from the standpoint of the duration of time 
during which they are available and the treatment that is accorded 
to unexpended balances. In England all appropriations are 
practically what are known in the United States as fiscal year 
appropriations, in that they are available only for meeting the 
obligations of a single designated fiscal year. This results from, 
or rather is reaffirmed by. the provision of law that immediately 
upon the close of a year all outstanding credits, or what 
are here known as outstanding balances of appropriations, 
lapse. The result is that each year starts with a clean slate in 
so far as encumbrances on the treasury balance are concerned. 
In the United Slates, appropriations are made with all sorts of 
limitations upon them in respect to the duration of time during 
which they are available. Some, known as fiscal year appro¬ 
priations, relate only to the year specified: others run for a series 
of years; while still others, known as no-fiscal year appropriations 
are indeterminate as regards the duration of time during which they 
may be drawn against. Furthermore, in respect to those which arc 
valid only for a particular fiscal year, the law provides that the ba¬ 
lances unexpended during the year shall remain available for the 
payment of obligations incurred during the year for an additional 
period of two years. The books must, thus, be kept open for at 
least two years afier the close of the year to which they relate. 
Notwithstanding this, the Treasurer of the United States, at the 
close of each fiscal year, prepares statements analogous to those of 
Great Britain, showing total treasury receipts and issues by main 
categories during the year and the condition of the treasury at the 
end of the year. 

Of the three systems described, that of Great Britain is the one 
to be preferred so long as the cash accounting system is followed. 
The system of the United States would be much simplified and 
improved if all appropriations were for a single fiscal year and 
lapsed at the end of the year, on the British model. 

In conclusion, it should be noted that under the accrual account¬ 
ing system the distinction between the year in which operations 

OJournal of the Statistical Society, 1867, Vol. XXX, p, 171. Quoted 
by H. C. Adams, op. cit., p. 204. 
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take place and the year to which they relate would wholly disap^ 
pear, as the accounting basis would be the incurring of obligations 
rather than their liquidation. 

Revenue and Appropriation Accounts. One of the most dis¬ 
tinctive features of government financing, in contrast with that of 
private enterprises for gain, is that definite provision is made 
annually or biennially in advance, through the passage of revenue 
and appropriation acts, for meeting financial needs. These acts 
are not only authorizations and directions to collect and expend 
funds but limitations as well. It is imperative, therefore, that 
accounts shall be set up with each source of revenue, each class of 
funds, and each head under which appropriations are made, to the 
end that assurance may be had that the limitations imposed are 
observed. From the fidelity or control standpoint, these accounts 
are the most important ones that arc kept by a government. It is 
in respect to these accounts that the advantages of the accrual 
over the cash accounting system are most evident. Under the pre¬ 
vailing cash system, these accounts record only collections and 
disbursements actually made. Under the accrual system, record 
is first made of the total estimates of receipts under each item of 
revenue and tota^ expenditures authorized under each appropria¬ 
tion head. Entry is then made of collections as effected and of ex¬ 
penditures first as authorized and then as liquidated by payment of 
cash. Under this sytem it is possible at any time to see the extent 
to which expectations in respect to revenue are being realized 
and appropriations are being encumbered as well as finally drawn 
upon through payments in cash. Through this information those 
in superior authority can effectively supervise the administration 
of financial affair with a view to the prevention of the incurring 
of a deficit when revenue receipts do not equal the estimates upon 
which the expenditure program as authorized was based. 

Proprietary Account. The revenue and appropriation accounts 
and the fund accounts described in the next succeeding chapter 
have for their major purpose to ensure fidelity on the part of all 
officers having the collection, custody, and disbursement of funds, 
and to ensure rigid adherence to all directions and limitations to 
levy and collect income and to make expenditures. They are 
control accounts, using that term in a general rather than a 
special or technical sense. They have to do primarily with matters 
of internal administration. While these accounts fully serve their 
purpose, they do not furnish all the information needed by those 
directly charged with matters of administration and still less by 
those external to the actual administration of affairs, the governor 
the legislature, and the public. Such additional information can 
only be secured by the maintenance of supplementary accounts 



506 PRINCIPLES OF PUBLIC ADMINISTRATION 

known as *‘proprietary accounts,’* which can be produced almost 
wholly as a by-product of the fund and appropriation accounts. 

Proprietary accounts are, as their name implies, accounts hav¬ 
ing for their purpose to furnish information regarding the govern¬ 
ment as a proprietor or institution and of its several subdivisions, 
such as departments, bureaus, institutions, etc., their assets and 
liabilities, their income and expenditures, so classified as to bring 
out the significant facts regarding their condition and operation. In 
a general way, as has been indicated, the fund, revenue, and appro¬ 
priation accounts are maintained primarily as instruments of inter¬ 
nal administration, while the proprietary accounts are maintained 
not only to give to administrators additional information but also 
to meet the needs of those external to or outside the administra¬ 
tion. To a large extent the data needed for this latter purpose 
can only be secured from accounts of this character. 

Supplementary Detail Accounts. As will subsequently appear, 
it is desirable to have information regarding a government’s 
assets and liabilities, its receipts and expenditures, viewed from a 
number of different standpoints; the nature of the assets and 
liabilities, whether they are current or fixed; receipts classified not 
only according to sources from which derived but also according 
to the organization units responsible for them; expenditures dis¬ 
tinguished according to their character; that is whether for cur¬ 
rent expense fixed charges or capital outlay, organization units, 
activities performed, and the like. This information can only be 
secured by maintaining the accounts in such a manner that the tran¬ 
sactions are recorded in a way that will reveal these dictinctions. 
The precise character of these accounts will be more fully shown 
in the chapters that follow, having for their purpose to make known 
in detail the nature of the information that should be rendered 
available regarding the financial condition and operations of 
governments. 



CHAPTER XXXVIl 
FUND DISTINCTIONS 

Were all government receipts revenues in the sense that they 
were freely available for meeting government expenditures and 
were all these receipts covered into a single pot or general fund, 
from which all payments to meet obligations would be made, the 
work of keeping the accounts and rendering the reports of a 
government would be vastly simplified. Unfortunately, no such con¬ 
dition obtains in our governments. As will appear, most govern¬ 
ments have the handling of important sums which are of a trust 
character, and even in respect to public funds, properly speaking, 
a considerable portion is not freely available but, as a matter of 
policy, is earmarked for particular purposes. The obligations and 
limitations that are thus set up can only be met by handling each 
category of receipts and expenditures as a separate accounting 
proposition. The device by which this is done is that known as 
treating each such category as a separate **fund.** Each such fund 
has, as it were, its own accounting personality, its own receipts and 
disbursements, its own resources and obligations. 

Classification of Funds. These separate funds are, in the case of 
our national and state governments and to a greater extent in the 
governments of our cities and other political subdivisions, numerous 
and extremely varied in character. If the confusion that is intro¬ 
duced by them into government accounting and reporting is to be 
obviated, it is imperative that these funds shall be classified in 
some way so as to permit of the preparation of consolidated state¬ 
ments that will bring out the essential facts regarding them and 
their relation to the government finances as a whole. A great deal 
of effort has been expended by students of public accounting in the 
attempt to work out a scheme of classification of funds that will 
be generally acceptable. The following suggested scheme is one 
that will at least serve to bring out the more important classes of 
funds, distinction between which must be made if the financial 
operations of a government are to be properly carried on and in¬ 
formative statements of financial condition and operation are to 
be prepared: 

1. Public Funds 

1. General Fund 

2. Special Revenue and Expense Funds 
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3. Working Capital or Revolving Funds 

4. Loan Funds 

5. Sinking Funds 

0. Endowment Funds 

7. Public Trust Funds 

8. Suspense Funds 

2. Private Trust Funds 

Public Funds and Private Trust F'unds. In this classihcation 
the primary distinction is that between public funds and private 
trust funds. Most governments have paid to them sums of money, 
the ownership of which is vested in private persons, corporations, 
or other public bodies. Examples of such payments are deposits in 
the postal savings bank, deposits by contractors to guarantee ful¬ 
filment by them of their obligations, and the like. It needs no 
argument to demonstrate that all money received in this way, 
though it may be physically commingled with the money belonging, 
to the government, should in the accounts be carefully segregated 
to the end that an accounting for it may be had and that it will 
not appear as a part of the government's income, properly speak¬ 
ing. This is secured by distinguishing clearly between funds that 
are of a public and those that are of a private trust character. 

General Fund. The general fund is the first and much the most 
important of public funds. To it are credited all receipts which 
are not by law required to be credited to other funds. Though de¬ 
rived from a great variety of sources, all these receipts have the 
common characteristic that lhay are subject to no restriction in 
respect to their expenditure. They thus constitute the “general 
fund” that is generally available for government expenditure. It 
is this fact which gives significance to the expression employed in 
most general appropriation acts that “there is hereby appropriated 
out of any moneys in the treasury not otherwise appropriated, the 
sum of,. ..etc.” The balance standing to the credit of this fund 
on any date and the total receipts into and disbursements from it, 
constitute by far the most important data in determining the con¬ 
dition of the treasury from the standpoint of cash available for 
meeting future expenditures and the results of the financial opera¬ 
tions of the government in ihej past. 

Special Revenue and Expense Funds. In contract with the 
general fund, special revenue and expense funds comprise the large 
number of funds or accounts the resources of which are not gene¬ 
rally available for meeting the expenditures of the government 
but must be devoted to meeting certain specified expenditures or the 
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performance of certain specified activities. They are designated 
special revenue and expense funds, since they get their increments 
from specially designated items of revenue, which revenue can 
only be used for specially designated items of expense. It is 
evident that special revenue and expense funds may be very 
numerous, according as the policy is pursued of earmarking certain 
items of revenue for certain specified purposes. Many states pro¬ 
vide lor the levy and collection of so-called “milk taxes.** the 
proceeds of which may only be used in carrying on certain of the 
states’s activities, such, for example, as the support of the state 
university, the maintenance of the public school system, the cons¬ 
truction and maintenance of roads, etc. The receipts and expen¬ 
ditures of each of these special taxes must be handled as a special 
fund. Examples of other special revenue and expense funds are 
where governments, provide that the revenue derived by certain 
services as the result of their operations shall be used by such 
services to meet their expenditures. The Reclamation Fund and 
the Forestry Fund of the national government are funds of this 
character. 

Working Capital or Revolving Funds. Throughout the present 
work emphasis has beed laid upon the desirability that all revenue- 
producing enterprises carried on by the government shall be erect¬ 
ed into what are, in effect, subsidiary corporations in the sense 
that each, as in the case of the subsidiary corporations known as 
municipal corporations, will have its own administrative and finan¬ 
cial system. By a “revenue-producing enterprise” is meant a ser¬ 
vice having for its purpose or result to produce a product or to 
render a service for which a charge will be made proportionate 
to the value of the product or service furnished. Generally speak¬ 
ing, the policy of governments in respect to such services is that 
they shall, as far as circumstances permit, be so conducted as to 
be self-supporting. As has been pointed out, a feature which marks 
these services off from the ordinary administrative services of the 
government and is of great significance from the standpoint of 
financial administralion, is the direct relations that exist or should 
exist between their receipts and expenditures. In the ordinary 
administrative services, no such relation exists. Receipts and 
expenditures are almost wholly independent one of the other. 
Funds with which to carry them on are derived from general 
revenues, which are secured independently of their operations. 
Their expenditures constitute direct charges upon the general funds 
of the government and their amounts are independently deter¬ 
mined. Any increase or decrease in their operations is thus reflected 
in the income and expenditures of the government. In sharp 
contrast with this, any increase in the scale on which the opera¬ 
tions of a revenue-producing enterprise are carried on normally 
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produces a corresponding income to take care of the increased 
expenditure involved. It is evident that an increase or decrease 
in the scale on which these enterprises are conducted affects the 
general financial condition of the government to but a slight ex¬ 
tent, if at ail In consequence, it is highly desirable that the financial 
operations ol these services shall be as far as possible clearly 
suggested from the other financial operations of the government. 

In the second place it is of prime importance that the financial 
results of the operations of each such service shall be accurately 
known. This information can only be secured when the accounts 
of each are separately shown, and when for each service the 
receipts and disbursements are shown in comparison one with the 
other. 

Thirdly, it is desirable that the accounts relating to these ser¬ 
vices shall correspond in character to those kept by private under¬ 
taking for gain. This means that their accounts shall be kept on 
an accrual basis; that use will be made of a balance sheet that 
will show physical or fixed assets and liabilities as well as cash or 
current assets and liabilities; that a system of cost accounts shall 
be employed that will peimit of an analysis of cost and the state¬ 
ment of cost in terms of units of product or services produced or 
rendered : and generally that the accounts shall be of a character 
that will furnish all the information regarding assets and liabilities, 
revenues and expenditures, and unit costs that is demanded of the 
accounting system of any well-run private corporation. Such an 
accounting system can only be established and effectively operated 
when the service is given administrative or financial autonomy and 
the financial operations are recorded and reported independently 
of those of any other service. 

Finally, the segregation of the financial operation of services 
of this character is necessary in order to secure a proper statement 
of operations of the general fund. As has been pointed out, the 
expenditures of such services are totally dissimilar from the ordi¬ 
nary expenditures of government, since they have as their result 
the production of a compensating revenue. To include their total 
receipts and disbursement in the receipts and disbursements of the 
general fund, means a swelling of both sides of the account in a 
way that would give a false impression regarding the movement 
of government receipts and disbursements, properly speaking. The 
importance of this point can be realized by appreciating the con¬ 
fusion in the statement of public accounts that would have resulted 
had the gross receipts and disbursements of the railroads been 
handled through the general fund while they were under the direct 
administration of the national government. 

It follows from the foregoing that the proper method of handl¬ 
ing the receipts and disbursements of such services is4i)rough the 
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eslablishmenl of a separate fund for each such service, into which 
will be paid its gross receipts and frem which will be paid the 
gross disbursements of the service to which the fund relates. In 
view of the fact that such service?, at the outset at least, must 
incur large expenses of a capital outlay character and must perma¬ 
nently have on hand cash resources sufficient in ainounl to enable 
them currently to meet ihei*' obligations, it is nccessaiy to estab¬ 
lish such funds through initial appropriations from the general 
fund, which would be treated as capital and recorded as such upon 
the general books of the government and of the establishment so 
financed. Thereafter, each of these funds should be maintained 
primarily through its current receipts, which will produce the re¬ 
sources needed for meeting the current expenditures. Due to this 
feature these funds are usually known as working capital or 
revolving funds. 

It is evident that if the operations of each of these working 
capital or revolving funds are kept separate from those of all 
other working capital or revolving funds and of the general fund, 
they will effect the operations of the latter fund only in so far as 
each such fund produces a surplus which can be turned into the 
general fund, or incurs a deficit which must be met by a grant 
from the general fund. Except in those cases where the revenues 
of working capital or revolving fund are just sufficient to meet 
disbursements to be made from it and neither a surplus nor a 
deficit is developed, the operations of these funds will be reflected 
in those of the general fund only through items representing the 
transfer of surplus from the working capital or revolving funds to 
the general fund or the transfer of moneys from the general fund 
to the working capital or revolving funds to meet deficits in the 
latter. The appearance of these items in the statement of opera¬ 
tions of the general fund thus reveals clearly the net results of the 
operations of each of these working capital or revolving funds as 
they affect the general problem of financing the government. The 
operations of the working capital or revolving funds will be upon 
a gross, and those of the general fund on a net, basis as regards 
this class of public receipts and expenditures. 

Manifest as are the advantages of handling the financial affairs 
of revenue-producing services through the use of working capital 
or revolving funds as here suggested, they have never been defi¬ 
nitely recognized by the national government. Prior to the 
entrance of the United States into the World War the principle of 
financing a revenue-producing service through the use of a special 
fund had been adopted only in the case of the Postal Service, and 
here the requirements of a working capital or revolving fund had 
been only partially met. Though provision was made for a special 
fund into which postal receipts were paid and from which postal 
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expenditures were in the main met, not all postal expenses were 
paid from such fund. Thus, for example, all expenditures for the 
support of the Post Office Department proper at Washington, for 
the erection of post offices, and for the audit of postal accounts, 
instead of being met from the postal fund, were a direct charge 
upon the general fund. The result was that the operations of the 
postal system as they affected the general fund were on neither 
a gross nor a net basis, and it was a matter of great difficulty to 
determine the extent to which this service was or was not upon a 
self-supporting basis. 

While a certain half-hearted effort was made to segregate 
the operations of the postal service and to handle them through a 
special fund, no attempt, prior to the World War, was made to 
handle other revenue producing enterprises in this way. The 
operations of such services as the Reclamation Service, the Forest 
Service, the Panama Canal, etc., are handled through the general 
fund in such a way that the general fund is neither on a uniformly 
gross nor a net basis as regards these services, and it is difficult to 
obtain a clear understanding of the financial condition and opera¬ 
tions of each of these services by a segregated statement of its 
own assets and liabilities and its receipts and disbursements, 
or to gel any proper statement of the conditions and operations 
of the general fund. 

During the World War the device of the working capital or 
revolving fund was adopted in the case of a number of enterprises, 
into which the government was forced to enter as a part of its gen¬ 
eral war activities, such as the Railroad Administration, the War 
F'inance Corporation, the Emergency Fleet Corporation, the United 
States Flousing Corporation, the United States Grain Corporation, 
etc. In doing this the government followed the correct policy. 
Unfortunately, however, in providing for the organization of the 
subsidiary corporations, it failed to provide for the selling up of 
the same system of accounting and auditing control that existed 
in the case of the general fund. The result was that these bodies 
carried on their operations largely free fiom any treasury control 
or any offective control by Congress, This led the Secretary of 
the Treasury, Carter Glass, to call attention in his annual report 
for 1919 to the existence of these revolving funds, to express his 
concern over the lack of treasury control over them, and to recom¬ 
mend that they be abolished and that all the revenues of such 
corporations be turned into the treasury, that their expendiluses 
be controlled by appiopriations, and that their accounts be sub¬ 
ject to the same audit as those of the general fund. 

If by these recommendations. Secretary Glass meant to include 
the transactions of these special funds in those of the gg^eral fund, 
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the result would be to add more confusion to the financial state¬ 
ments of the government. The proper solution of the problem lay 
rather in the more definite recognition of working capital or re¬ 
volving funds for such agencies, and in placing these funds under 
the same system of accounting control and audit as the general 
fund. If this were done, information as to the condition and ope¬ 
ration of these funds and the net results of their operations on the 
general fund could be presented in the general financial reports of 
the government, while retaining the advantages of segregating the 
transactions of the revolving funds from those of the general fund. 
In connection with the new budget system, subsidiary budgets for 
the e w^orking capital funds should be prepared and submitted to 
Congress along with the general budget, but as separate schedules 
as a basis for Congressional action. With special budgets for such 
services the general budget will contain but a single entry in respect 
to each; an entry on the revenue side if the service produces a net 
surplus for payment into the general treasury, or one on the expen¬ 
diture side is there is a deficit in operation that has to be met from 
the general fund. Through these enlies the subsidiary or special 
budgets will be tied to the general budget and their influence on 
the latter properly determined. 

So much attention has been paid to this matter of working capi¬ 
tal or revolving funds, because it consititutes one of the foundation 
stones upon which any proper system of government account must 
be built, and because to an increasing extent governments are en¬ 
tering the field of revenue-producing enterprises. In each case where 
the government does enter this field, it is of prime importance that 
full and accurate information shall be secured regarding the finan¬ 
cial results achieved, so presented that one side of the account can 
be seen in comparison with the other. Such information can only 
be secured through the piocedure here recommended. Scarcely less 
important is the fact that through the use of this procedure the 
problem of keeping and presenting the general accounts of the 
government is vastly simplified, and a satisfactory, answer secured 
to the question which has always given trouble as to whether ac¬ 
counts should be kept on the gross or net basis. 

Another class of government operations to which the principle 
of working capital or revolving funds can be applied with advan¬ 
tage are those having to do with the function of supply. Whenever 
provision is made for a service which supplies the operating servi¬ 
ces with the material required by them or which acts as a contract¬ 
ing agency to perform certain classes of work, it is desirable that 
it should be financed not through annual appropriations, but thro¬ 
ugh revolving fund. Such a service should carry on its operations 
precisely as though it were an agency independent of the 
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government. It shouU bill the various services served by it for 
material furnished or services performed. Its receipts in this 
way will constantly replenish its capital or revolving fund and 
permit it to meet its expenditures. The charges made should 
be sufficient to meet both the direct cost and the general cost 
of operating the service, to the end that the capital fund once 
established by an appropriation from the general fund will not 
afterwards have to be added to except as need may arise for impor¬ 
tant additions to plant or equipment. From the budgetary and 
accounting standpoint this system has the great advantage that the 
cost of the material supplied or services rendered appear, as they 
should, as costs of the services served instead of costs of the ser¬ 
vices rendering the service. 

Loan Funds. The acts authorizing the incurring of bonded in¬ 
debtedness usually provide that the proceeds of the sale of the 
bonds shall be available only for certain designated purposes. In 
order that these requirements may be met it is necessary that all 
operations having to do with receipts of this character and their 
expenditure be handled as special funds. 

Sinking Funds. Sinking funds are funds specially created for 
the purpose of making methodical provision for the payment of 
public debt. Usually provision is made for their constitution at the 
time that the indebtedness is incurred, and the obligations assumed 
by the government in respect to them constitute a part of the con¬ 
tract entered into between it and the purchasers of the bonds repre¬ 
senting the debt. In other cases governments subsequently provide 
for the creation of such funds in order that a definite policy in 
respect to debt payment may be adopted. The provisions governing 
sinking funds vary, but all have as their basis the payment into them 
from the general fund of certain fixed amounts of money annually 
or at other fixed periods, or the proceeds of certain taxes or other 
public dues, whidi amounts shall constitute funds available only for 
the payment of public debt. In some cases the bonds purchased 
by the sinking fund are immediately cancelled and retired. In other 
cases the provisions of law or regulations governing the sinking 
fund provide that the bonds purchased shall be held by the fund as 
an investment upon which the government must continue to pay 
interest. In such cases the sinknig fund has an additional source 
of income that is constantly increasing in amount in the form of 
the interest secured in this way. 

At the present time the national government makes use of a 
sinking fund for the systematic retirement of the debt incurred by 
it in the prosecution of the World War. This fund was established 
by Section 0 of the Victory Liberty Loan Act of March 3, 1919, 
which repealed the provisions of the law for a former sinking fund, 
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which had become unworkable. The new law provides for the crea¬ 
tion of a sinking fund for the requirement of all war issues, into 
which shall be paid annually until the debt is paid, an amount equal 
to “2i per cent of the aggregate amount of such bonds and notes 
outstanding on July 1, 1920, less an amount equal to the par 
amount of any obligations of foreign governments held by the 
United States on July 1. 1920; and (2) the interest which would 
have been payable during the fiscal year for which the appropria¬ 
tion U made on the bonds and notes purchased, redeemed or paid 
out of the sinking fund during such year or in previous years.’' 

This provision for the payment of the World War debt through 
the instrumentality of a sinking fund, represints, it should be 
remarked, only the minimum reduction to be effected. There are 
other provisions of law providing for the de^ion of other receipts 
directly to the reduction of debt, and any surpluses in the general 
fund over and above current needs are as a matter of course 
devoted to debt reduction.^ 

Endowment Funds. By endowment funds is meant those funds 
the capital of which has been derived from budgets or donations, 
which may not be expended but.must be invested for the purpose 
of earning an income which later can be applied only to certain 
specified purposes. The funds are usually few and ol relatively 
small importance. Owing to their special character they must, 
however, be set up as distinct class of funds. In the national 
government the chief funds of this kind are: the Smithsonian 
Fund, the Gardner Green Hubbard Endowment Fund, and the funds 
for the education of the blind and the preservation of Lincoln’s 
birthplace. 

Public Trust Funds. Most governments receive and have the 
handling of important sums of money which, while they are public 
funds, are not freely available for expenditure by them, but must 
be administered for the benefit of other government institutions or 
persons. Important examples of funds of this character are those 
set aside for meeting the requirements of system for the pension¬ 
ing of government employees, those consisting of collections made 
by governments which must be turned over to other governments, 
etc. It is an ordinary thing for officers of political subdivisions of 
a state to collect taxes or other charges due to the latter in connec¬ 
tion with the collection of taxes due their own government, or for 
state officers to act in a similar capacity for the political subdivisions 
of the state. The national government receives important sums in this 

iThis whole question of the use of sinking funds ns a means of debt 
reduction has an exceedingly interesting history and furnishes an in¬ 
teresting topic of public finance. Tt is only considered here as it has a 
bearing upon the problem of public accounting. 
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way, which by law must be turned over to, or used for the support 
of, its dependencies, the District of Columbia, and insular depen¬ 
dencies. The moneys so received by governments, though public 
funds, are not available to expenditure by the government receiv¬ 
ing them. They constitute what is here termed ‘'public trust funds”. 

Suspense Funds. Suspense funds comprise those funds that are 
set up to account for certain cash receipts pending distribution or 
disposal. Moneys are often received by a government that must be 
held in suspense, awaiting determination as to their disposition. 
Such suspense funds are also needed, though not definitely required 
by law, in cases where certain receipts are made available for various 
specified purposes fti prescribed proportions at staled irtervals. 
For an accurate distribution of such receipts to the several funds, 
they have to be placed temporarily in a suspense fund. 

Private Trust Funds. As staled, governments receive moneys 
and securities in trust for private purposes, over which they exercise 
responsibility as custodians rather than owners. This responsibility 
should be met by segregating those receipts as private funds on 
the books of account. 

Summary. In the foregoing the attempt has been made to indicate 
under only the most general heads the different character of funds, 
provision for which must be made in organizing a system of public 
accounting. The main purpose of the discussion has been to bring 
out the complexity that is introduced in public accounting through 
the necessity that exists for observing these fund distinctions and 
the means by which the problem of presenting data regarding a 
government's financial condition and operations may be simplified 
by taking account of these distinctions in the preparation and pub- 
lication of financial statements. 

Though most governments, as of necessity, meet the requirements 
of maintaining fund distinctions on their books of account, many 
fail signally in observing those distinctions in a proper way in their 
financial reports. The national government is a gross offender in 
this respect. In its reports, even the primary distinction between 
public funds and private tlust funds and between public funds 
which are “general” and those which are “special”, are almost 
wholly ignored. Thus, to cite but a few instances of this disregard 
of fund distinctions, though the law specifically provides that the 
receipts of certain services shall consilitute special funds from which 
payments to meet the expenditures of such services shall be made, 
these receipts are covered into the treasury to the credit of the 
general fund and payments on account of these services are made 
from such fund. Examples of such practice are furnished by the 
Reclamation Fund and the Forest Service Fund. More indefensible 
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still, receipts representing deposits by private persons or corpora¬ 
tions or other moneys which come into the hands of ihe Treasurer 
as trustee are likewise credited to this fund. In a word, no attempt 
is made by the Treasury Department to give to the general fund its 
proper character of one representing moneys which are of a purely 
public and unpledged nature. 

The result of this failure on the part of the Trca.sury Depart¬ 
ment rigidly to segregate on its books, or at least in its published 
statements, the data relative to the several classes of funds with 
which it has to deal not only complicates the problem of determining 
the real facts regarding treasury resources, receipts, and expendi¬ 
tures properly speaking, but it also gives to (he public figures which 
are often meaningless if not absolutely misleading. The correction 
of this faulty practice constitutes one of the important changes re¬ 
quired in the present reporting system of the national government. 
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CHAPTER XXXVIII 

DATA REQUIRED REGARDING FINANCIAL 
CONDITION 

Having secured, as it is hoped, an idea of the nature and func¬ 
tions of accounts, the basic problems that are presented in organ¬ 
izing a proper accounting and reporting system, the general nature 
of the information that such a system ihould provide and the 
manner of its presentation, we are now in a position to determine 
with great practicularity the piecise character of the data that should 
Idc rendered available regarding a government’s finances. 

Two Classes of Financial Data Required. In entering upon 
this part of our study, the first point to be noted is that, in all 
governments, as well as in all private undertakings for gain, those 
in charge of operations or interested in the results require infor¬ 
mation regarding two things: (1) The financial condition of the 
government or enterprise at a fixed date; that is, how it stands 
from a property or investmant standpoint; and (2) what has been 
the character and results of operations during a given period. 
These two classes of information, though distinct and requiring 
distinct statements for their presentation, have an intimate relation¬ 
ship with each other in that the operations of a period affect the 
condition and are reflected in the statement showing the condition 
at the end of the period as compared with the condition as shown 
at its beginning. The two sets of statements must be in adjustment 
with and in a way support each other 

Data Required Regarding Financial Condition. Staled in its 
simplest terms, the information required regarding the financial 
condition of an enterprise consists of data showing in detail and 
in summarized form all of its possessions, whether such possessions 
are actually in hand or are owing to it, and all charges or debts 
standing against such possessions; or, to use the more technical 
accounting terms, all of its assets and liabilities. 

The information, it will be observed, serves three distinct, 
though closely related, purposes: it gives to those responsible for 
the direction of the enterprise or interested in its results, a complete 
statement of the financial obligations that this enterprise is under; 
it furnishes a similarly complete statement of the resources that 
the enterprise has with which to meat such obligations; ai^, by a 
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balancing of its total resources against its total obligations^ it shows 
the net financial condition or. to use a more technical term, the 
**nel worth’* of the enterprise on the date to which the data relate. 
It is by contrasting this last item with the corresponding item for 
a prior date that the extent to which the enterprise has bettered or 
worsened its condition is made known. 

CiasBification of Assets and Liabilities. Though this figure 
showing *^net worth” is in the case of private undertakings for 
gain, at least, the most impprtant fact needed regarding financial 
condition, it is highly desirable if not essential that information 
shall also be at hand regarding the value of the several classes of 
items entering into the two sides of the account by which this 
figure is arrived at. It is of prime importance that those responsible 
for the conduct of an undertaking or those who are interested in its 
operation and results, shall know, not only the total value of its 
assets, but also the extent to which such assets consist of property, 
actually in hand or are represented merely by moneys due it;the 
extent to which they are of a character that they can be used for 
meeting current obligations, or are represented by fixed property, 
the permanent possession and use of which are essential if the 
undertaking is to continue as a going concern. In like manner it is 
desirable that information shall be available regarding the extent 
to which liabilities consist of moneys advanced by the persons 
owning the enterprise, moneys borrowed on long term obligations, 
such as bonds and mortgages, or are debts which have to be met 
in the immediate future. 

Information of this kind can only be secured by the adoption 
of a scheme of classification of assets and liabilities that will bring 
out the distinctions regarding which it is desired to have informa¬ 
tion. Furthermore, it is only by making such distinctions that the 
relationships between different groups of assets and liabilities may 
be determined.^ As has been pointed out in a recent work,^ “every 
asset, on account of its nature and purpose, has a definite relation¬ 
ship to some liability; on the other hand, every liability, on ac¬ 
count of the purpose for which it was incurred and the means pro¬ 
vided for its liquidation, has a definite relationship to some asset 
or some group of assets. This condition in all its aspects cannot, 
therefore, be known until the several relationships are ascertained 
by grouping assets according to their nature and purpose, and 
liabilities according to their origin and method of liquidation. 
This method brings together all the assets and all the liabilities 
that relate to a given aspect of financial condition.” One of the 

1 Francis Oakey, Principles of Government Accounting snd Report, 
ing. Institute for Government Reasearch, Principles of Administrntion- 
1920, p. 203. 
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first problems to be met in formulating a system of accounting 
and reporting for an enterprise is the working out of a satisfactory 
scheme of classification of assets and liabilities. 

Distinction Between Fixed and Current Assets and Lia¬ 
bilities. Fortunately, as a result of long experience, a substantial 
agreement has been reached by administrators and accountants re¬ 
garding the distinctions that should be made between the several 
classes of assets and liabilities. Among these distinctions, first in 
importance is that between what are known as fixed assets and 
liabilities and current assets and liabilities. 

Fixed assets consist of those possessions which are, in intent at 
least, permanently invested in the enterprise. They are represented 
for the most part by such items as real estate, improvements upon 
real estate, and permanent equipment which collectively constitute 
what is known as plant. Such items as patent rights, franchise, 
goodwill, eic , may be shown under this head or given a special 
classification of their own. Due to their character, fixed assets are 
often referred to as or designated ^'capital assets.*’ 

Fixed liabilities consist of items which are in the nature of 
permanent charges against fixed assets. For the most part they 
represent moneys which have been invested in the enterprise and 
take the form of stocks, bonds, mortgages, and other items which 
either have no date on which they are payable, or run for a long 
period of years and thus do not have to be met as a matter of 
current financing. 

Current assets consist of all other items which are currently 
available for meeting the running expenses of the undertaking. 
They consist of such items as free cash on hand, moneys due the 
enterprise, supplies on hand available for use by the enterprise in 
carrying on its v;ork, completed or partially completed produce 
intended for sale, what is known as work in progress, temporary 
investments that can be realized upon, etc. 

Current liabilities consist of debts or bills payable, short term 
borrowings intended to be met out of current revenues, accrued 
taxes, interest charges, etc. 

7his distinction between fixed and current assets and liabilities 
is one of prime importance, since, as regards liabilities, the latter 
are the only ones for the meeting of which provision should nor¬ 
mally be made out of current income and, as regards assets the 
latter are normally the only ones out of which such current liabili¬ 
ties should normally be met. 

Sub-ClaBBification of Aseets and LiabilitieB. In addition 

to making this main distinction between fixed and current assets 
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and liabilities, it is further desirable that the items comprehended 
under each such main head should be sub-classified according to 
its character. 

Thus, for example, under the heading of “fixed assets” it is 
desirable to distinguish between land, improvements upon Kind, 
machinery and equipment, patent rights, goodwill, permanent 
investments, etc. 

Under the heading “fixed liabilities” it is desirable to show 
separately all stocks, bonds, or other securities representing money 
invested in the enterprise, distinguished according to their respec¬ 
tive rights, maturities, or other important features. 

Under the heading “current assets” the most important distinc¬ 
tion is that between assets representing cash or property actually 
in hand and those representing money due to the enterprise or. to 
use the technical term, “accounts receivable.” The first named 
class of current assets may be further classified according to 
character, for example, cash, material, supplies, work in progress, 
finished product, etc. 

Under “current liabilities” important dislinclions are those 
between bills payable, accrued salaries, taxes, insurance, interest, 
etc., and short-term obligations maturing within the next fiscal 
period. 

Nature and Function of a Balance Sheet. It has been 
pointed out that an enterprise should have complete information 
regarding its assets and liabilities and the relation that exists 
between these two elements. This relationship can only be estab¬ 
lished by presenting the facts regarding the two in comparison 
one with the other. The document through which this information 
regarding the assets and liabilities of an enterprise is brought 
together, classified, and presented so as to show the relation that 
the several items bear to each other and particularly the relation¬ 
ship between total assets and total liabilities, is known as a balance 
sheet. It gets this name, since the two sides of the account are 
made to balance by showing on the proper side -he amount needed 
to bring the two totals into agreement. If total assets exceed 
total liabilities, as is usually the case in a going concern, this ex¬ 
cess constitutes what is known as a “surplus.” If the reverse is 
true, the difference constitutes a “deficit” and is so named. Every 
balance sheet contains either the item “surplus” or “deficit.” The 
prime characteristic of a balance sheet is that it brings together 
in one comprehensive showing, a classified statement of the total 
resources and obligations of the enterprise, to which it relates, and 
thus makes it possible to determine at a glance its financial con¬ 
dition, or its “net worth.” 
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A balance sheet may be defined as the document in which is 
brought together and presented a complete statement of all of the 
assets and liabilities of an enterprise so classified as to show clearly 
their nalure and relationship to each other. In theory, the items 
to be included may be presented in such detail as may be desired. 
In practice, however, it is desirable that the showing shall be of a 
very summary character, in order that it may present a general 
picture or bird’s-eye vie\v of the financial condition of the enterprise 
to which it relates, unobscured by details. In all cases, however, 
the balance sheet should be supported by documents, known 
technically as schedules, giving the details of the items entering 
into the totals shown on the balance sheet, and specific reference 
should be made in the balance sheet to such schedules for the 
details supporting its showings. A report on the financial condi¬ 
tion of an enterprise, therefore, consists primarily of a balance 
sheet and supporting balance sheet schedules. 

Following is a form of balance sheet in which the several dis¬ 
tinctions that have been mentioned are made: 


BALANCE SHEET 


Accounts 1 

i 19^- ■ 

! 1 

Fiscal Year 

.1 

19— 1 19— 

Assets : i 

Current: 

1, Cash 1.,,, ,, ,, , 



2. Taxes Receivable ..... , , t . 



3. Account Receivable • 



4t Stores , . - , r . , . . . ,, ., T f * .. 


1 

5, Other Current Assets ■ • . .. 



Total Current Assets.. j. 






Fixed : 

1. Investments. . 


! 

i 

i.. 

2. Lands and Interest in Lands..!. 



3. Buildings, Structuies, and Per-!. 

manent Improvements ... .1. 

• ••••• 

1. 

1 . 

1 

4. Equipment ..|. 

1 .!!!! ' 


5. Construction Work in Progress;. 

1 

i 

1 



Total Fixed Assets.. . 



Total Assets !. 




-:;=:z=- 


Total Assets 
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BALANCE SHEET— {^Continued) 


Accounts 

Liabilities and Deferred Credits: 
Immediate Demands against Cash : 

1. Vouchers Payable. 

2. Warrants Payable. 

3. Interest Accrued and Due.. .. 

Total Immediate Demands 


Fiscal Year 
1 9— I 19^ I 


against Cash.. 

Other Current Liabilities : 

1. Temporary Loans. 

2. Liabilities to Private Trust 

Funds. ... 

3. Contract Holdbacks. 

Total Othei Liabilities.. 

Deferred Credits : 

1, Unearned Property and School 

Taxes. 

2. Unearned Income Taxes. 

Other Deferred Credits. 

Total' Deferred Credits.. 

Fixed Liabilities ; 

Funded Debt, Bonds Payable.. .. 

Less Sinking Fund Assets. 

Net Bonded Indebtedness...... 

Total Liabilities and Deferred 
Credits. 

Surplus: 

1. Current Surplus: 

Excess of Cash over Immediate 

Demands. 

Excess of other Current Assets 
over Other Liabilities and De¬ 
ferred Credits. 

Total Current Surplus. 

2. Capital Surplus (excess of Fixed 

Assets over Fixed Liabilities).. 

Total Surplus... 

Total Liabilities, Deferred Credits, 
and Surplus.... • .. 
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Method of Procuring Data for a Balance Sheet and its 
Supporting Schedules. The data for presentation in a balance 
sheet and its supporting schedules may be se^cured in two ways: by 
a process of stocktaking or inventorying, or by the installation 
and operation of a system of accounts that will accurately record 
all transactions affecting the assets and liabilities of the undertak¬ 
ing as they occur. The advantages of the second method are 
obvious. It not only makes possible a statement of conditions at 
any lime bul it also furnishes a detailed record of all the transac¬ 
tions which have been responsible for ihe condition shown. This 
consequently, is the method universally employed in all but small 
and simple enterprises. When resort is had to inventories, the 
purpose is eiiher to determine the value of particular physical 
assets or to check the figures secured through accounting opera¬ 
tions. 

There ai e four features of this system which it is necessary here 
to mention. The first is that this system involves the setting up of 
special accounts known as **capital accounts,** in which will be 
entered all transactions representing additions to or subtractions 
from any of the classes of assets and liabilities in which the 
assets and liabilities of the concern have, for information 
purposes, been clas.^ified. Secoridly, it is necessary to 
distinguish between those transactions which represent a mere 
conversion of assets or liabilities from one form to another and 
those which represent a net change in total assets and liabilities. 
For example, the erection of a new building or the purchase of 
additional equipment means merely that assets in the form of 
cash have been converted into assets in the form of physical 
property. The destruction of property by fire or otherwise repre¬ 
sents. on the other hand, a final loss. Thirdly, account must be 
taken of gains and losses that result otherwise than through 
operation proper. In this category the most important items are 
gains through the appreciation of the value of physical property 
or losses through depreciation of such properly due to use, obso¬ 
lescence, or other cause. Finally and most important of all, it is 
imperative that the system shall be one which t3ikes account both 
of transactions by which obligations are incurred and those by 
which these obligations are discharged. In all active undertakings 
final payment for purchases and to a less extent for services 
rendered is in large part not made until a considerable time has 
elapsed after the goods have been received or the services per¬ 
formed. This is due partly to the extent to which credit enters 
into modern business and partly to the time necessarily required 
for the examination and settlement of claims. To state this in 
another way, no accurate balance sheet for private undertaking for 
gain can be prepaied from its accounts unless its accounting system 
rests squarely upon an accrual basis. 
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Need for a Special Treasury Balance Sheet. In the forego¬ 
ing consideration of the nature, function,' and character of a 
balance sheet, no attempt has been made to distinguish between 
the character of the balance sheet that should be prepared for a 
private entciprise and a government. Examination will show, how¬ 
ever, that while it is desirable that the accounting system of a 
government should be sucli as will pcnuii ol the tucparaiion of a 
balance sheet of the character described and i!! ii-ti ated idjove. a 
slatcmcnl ol this character by i)o means uuu ts all the roquiiements 
oi a government, and that if it stands alone as tf^c vmlv . bowing 
of n go\'ernmenl s assets and liibililio.s it in iy d') actual Iiarm by 
mi leading the reader as to the true condition:' i:om tin* rlandpuint 
oi <onveying inlormalion upon which to ha.c goveinmenlal 
policies. Among the factors giving a special chaiaclei lo the 
problem of the preparation of a balance sheet lo: a goeciiiment, 
the most important are the following. 

It has been pointed out that the prime function of tlie ordinary 
balance sheet is to make known the “net worth** of the enterprise 
to which it relates, since without such datum it is impossible to 
determine the extent to which the undertaking is solvent or to lake 
intelligent action in re.spect lo the distribution of surplus in the 
form of dividends. 

In the case of a government, this item “net worth** even if it 
could be accurately ascertained, and it cannot, is of little or no 
practical significance. There has been no investment by the citizen- 
stockholders of fixed sums, upon which piofits in the form of divi¬ 
dends or interest is sought or which can be realized upon in any 
way by transfer or the liquidation of the government. There is no 
intention ever to wind up the affairs of a government, and only in 
extremely rare cases does such an event ever occur. Hie informa¬ 
tion that it is desired to have regarding the assets and liabilities of 
a government have to do wholly with its operation as a going 
concern, the affairs of which will never be wound up, and which 
will make no distribution of surplus to the stockholders except in 
the form of service rendered. 

Secondly, and of still greater significance, is the fact that the 
physical or fixed assets of a government are lor the most part, of 
a radically different character from those of a private undertaking. 
All of the fixed assets of a private undertaking are, in princ’ple 
and for the most part in fact, ones that can be realized upon by 
sale. This is not true of the greater part of the fixed assets of a 
government. In the first place, much the most important part of 
such assets, though belonging to the government, are dedicated to 
the use of the public. Such, for example, is the property that a 
government has in the form of streets, parks. Ire 3s, monuments, 
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sewer installations, and other works of a like character. Second¬ 
ly, most, if not all, of the remaining physical property of the 
government consists of land, buildings, and equipment used by the 
government in the performance of its current activities. Little or 
no part of this property can ever be realized upon so long as the 
government remains a government, and as has been indicated, the 
whole financial system of a government must be predicated upon 
the principle that it is to continue forever. 

Finally, the most important asset that a government has, it is 
practically impossible to show on a balance sheet. Reference is 
made to the lax-paying abilities of its citizens. No one can question 
that the greatest resource that a government has is its ability to de¬ 
mand contributions from its citizens. This ability is one which 
cannot be accurately measured and stated, and even the 
most extreme advocates of the use by governments of balance 
sheets similar to those employed by private undertakings have 
never suggested the attempt to include this item. 

It will be seen from the foregoing that, while a balance sheet 
as ordinarily constructed on the model of one for a private enter¬ 
prise conveys valuable information concerning the government 
from a proprietary standpoint, it does not give a proper picture of 
financial conditions from the policy-determining standpoint. A 
government balance sheet prepared on this plan necessarily shows, 
in practically all cases, a tremendous “surplus’* or excess of assets 
over liabilities. One looking at this figure might suppose, and in¬ 
deed is directly induced to suppose, that the government to which 
the balance sheet relates was in an excellent financial condition, 
while in fact, it may be in grave financial difficulties due to the 
fact that the current liabilities may be wholly out of proportion to 
its current assets. Even from the standpoint of public credit, the 
fact that a government has physical assets greatly in excess of 
outstanding bonded indebtedness is of no significance and the 
attempt to give it significance can result only in deception. This 
arises from the fact that such assets, whatever may be true in the¬ 
ory, are, in fact not available for meeting such indebtedness. 
A balance sheet, however, constructed as recommended above, dis¬ 
tinguishes clearly between assets which are available for meeting 
obligations and those which are not, and in large measure meets 
those objections. 

The inadequacy of the ordinary balance sheet to reveal con¬ 
ditions upon which to base financial policies can best be met 
by the preparation of another balance sheet having this purpose 
specially in view. This balance sheet should aim to show treasury 
conditions rather than the condition of the government as a 
proprietor; that is, it should seek to present only those items 
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which deal treasury assets on the one hand and obligations to 
be met from treasury revenues on the other. To distinguish it 
from the general or government balance sheet, it is suggested that 
such a statement be designated as a “Treasury Balance Sheet.*’ 
The character that such a statement should have is shown by the 
following treasury balance sheet that has been prepared for the 
national government in order to show treasury condition on 
JunedO, 1926. 

TREASURY BALANCE SHEET 


JUNE 30, 1926 

ASSETS 

Current: 

1. Cash in Treasury . $207,481,915.43 

2. Cash in Depositories. 251,743,629.85 

3. Drafts, etc. 60,801,453.14 

Total Current Assets. $520,0^6,9^8.42 

Capilal ; 

1. Due from Foreign Governments: 

1. Funded. $4,725,490,865.00 

2. Unfunded. 5.226,294,067.95 

3. Sale of War Supplies. 510,838,117.78 

4. Accrued Interest (estimated) .,,. 115,000,000.00 

5. Germany (Expenses of occupation). 233,141,247.42 

Total Due from Foreign Governments.. $10,880,694,288.15 

2. Securities owned: 

1. Railroad. $299,112,850.64 

2. Federal Farm Loan Bank Bonds . 60,495,000.00 

3. Securities for Sale of ships. Supplies, etc., 58,152,994.12 

4. Capital Stock Government Corporations 86,847,516.17 

5. Due from Central Branch, Union Pacific 

Railroad. 3.406,834.82' 

Total Securities Owned. "$ ^08.b75J957 75 

TOTAL CAPITAL ASSETS . $11,388,7097483790 

TOTAL ASSETS. 

liabilities : 

Current : 

Accounts Payable.. $308,898,919.99 

Total Current Liabilities .... $308,898,919.99 
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Capifal: 

Debt. 

1. InIcret-'t-bearing.$19,1^88,770.SCO.05 

2. Matured Debt on which Interest has Ceased 18,827,6()(),20 

8. Debt Bearing No Interest.240,084,419,3]8 

4. Other.110,049.570.52 

Total Debt. l^,783.^82,050.21 

Total Capital.r~^;7S8.8n2,(iS0 21 

Total LiAuiLiTJrs...... $20,092,781,050.20 


)Sl AIM art: 

1. Excess (or deficit) Current Assets over 

Current Liabiliiie..-j“$211,128.078.48 

2. Excess (or deficit) Capital Assets over 

Capital Liabililio.—$8,095,008,100.81 


8. Excess (oi deficit; lolal Assets over 
Total Liabilities. 


-$8,188,985,087.88 


The value of a statement of this chaiacler, which is stripped of 
all assets in tlie form of properly owned, which is dedicated to the 
use of the public, or which is needed by the goveinmenl in order 
that it may function and thus is not of a realizable character and 
is limited to (inanci d resources and obligation?, strictly speaking, 
must be apparent. It shows, in a way, that the general or gc^vern- 
ment balance sheet a$ ordinarily prepared does not show the rela¬ 
tionship between the lesource.s and obligations of the government 
that must be taken into consideration in determining the effective 
condition of the treasury and in framing financial policies. The 
fact, for example, that the government has assets in the form of 
property dedicated to the use of the public or required for its 
own use far in excess of the total of liabililies, a matter of 
interest but of no real importance from the standpoint of deter¬ 
mining the real financial condition of the government. Ills a 
mailer of great importance to know, however, that while the 
government has a liability of $19,783,832,650.21 in the form of 
indebtedness, it has as an offset to this liability tangible assets 
that it expects to realize upon of $11,388*769,483.90 with the 
re.sull that the net debt situation is but $8,395,063,166.31, and 
that if a comparison is made between total assets and liabilities, 
curreni as w'ell a.s capital, its net condition is shown by the figure 
$8,188,935,087.88. 
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Statement of Resources and Obligations. In the foregoing 
an attempt has been made to show that if a government is to have 
the information that it needs regarding its financial conditions, use 
must be made of I wo distinct balance sheet?, the one known as 
“general or government balance sheet/* showing the condition ot 
the government from a proprietary standpoint, and llie olh^r known 
as a “treasury balance sheet,*' showing only those assets and liabi¬ 
lities that are of direct concern to the treasury. Even with these two 
statements tlie needs of the government are not fully met. Neither 
indicates in a satisfactory manner the situation from iht budgetary 
standpoint, since both fail to show resources in the form of taxes 
and other dues to be received during the ensuing fiscal year, which 
may be treated as a resource at the beginning oi the year and the 
extent to which resources are already encumbered by outstanding 
appropriations. To Jurnish this information there is need for still 
a third statement, which may be designated as a f latement of re¬ 
sources and obligations, to dislinguidi it from the other two state¬ 
ments that have been described. Following is a suggested form for 
such a statement for the national government, though the form is 
one that is applicable lo all governments. 

STATEMENT OF RESOURCES AND OBLIGAIIONS 

Juki: 30, 192G 

Resouucus: 

1. Available Cash Balance June 1920 

(Excess of cash over immediate demands) $211,128,078.43 

2. Estimated Income July 1, 192(i— 

June 30. 1927. 4,02(i.760.6SS.OO 

ToTai. RKSCXJiiCiiSi .$4,237,908,706.43 


Obligations: 

1. Unexpended Balance Prior Year’s 

Appropriation.. $886,050,657,67 

2. Appropriations Fiscal Year 1926— 

1927. $3.2:)9,222,093.48 

Total Ojsligations ... $4 ,145: 27C75T7ir) 

Estimated Soudlus (or Deficit) . +$92,636,015.28 


This statement, like the treasury balance sheet, has a very special 
purpose to serve; that, namely, of getting before the legislature 
exi.sting condition.s in respect (o cominitraenls in the form of appro. 
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priations outstanding and the resources that are available for meet¬ 
ing these commitments. It, thus, includes items relating only to 
current resources and obligations. It will be noted that this state¬ 
ment relates to internal conditions as regards commitments and 
resources with which to meet those commitments and not to the 
relations of the government to the outside world. 

Before leaving this subject, a modification in the form of, 
this statement as reproduced above should receive consideration. 
In the form in which that statement is given the totals of the un¬ 
expended balance of prior years and of the current year’s appro¬ 
priations are given as obligations. It is certain that all of these 
appropriations will not be expended during the year and that there 
will be a balance of appropriations unexpended at the end of the 
year, to be carried forward to the next year’s statement. The sur¬ 
plus at the end of the year will, consequently, be as much greater 
than the figure shown as the amount of this balance of unexpended 
appropriations. In view of this fact, a preferable form of statement 
might be to show estimated expendituies during the year under each 
of the heads ‘‘Unexpended balances of prior year’s appropriation” 
and “Appropriations Fiscal Year 192G-1927.” instead of the total 
of such appropriations outstanding on the books. 

Fund Balance Sheet. In the foregoing account of the character 
of statements that it is desirable to have regarding financial con¬ 
dition, no consideration has been given to the question of fund 
distinctions. For purposes of simplification^ the question has been 
treated as if a government made use of but a single fund into which 
all receipts were paid, and from which ail expenditures were met. 
In point of fact, as has been shown, most governments provide for 
a large number of funds. Each of these funds has its accounting 
autonomy, its own assets and liabilities, and receipts and ex¬ 
penditures. As a result there is need for a separate balance 
sheet for each fund which will show its particular condition. In 
addition to these individual fund balance sheets, it is of value to 
prepare consolidated fund balance sheets for the several classes of 
funds and, finally, a consolidated balance sheet for all public funds. 



CHAPTER XXXIX 

DATA REQUIRED REGARDING OPERATION::) 


Mention has been made that two classes of information are re¬ 
quired regarding a government’s finances. In the preceding chapter 
a description has been given of the character of the first class of 
information needed, that showing condition at a given data, e. g,, 
the end of the fiscal year. In the prei^ent and the succeeding chapter 
consideration is given to the second class, that showing the results 
of operations during a given period, r. (/., the fiscal year. 

The Operating Statement. In the same way that it is desirable 
to have a general or basic statement in which the total of assets 
or resources are set off or balanced against the total of liabilities 
or obligations, so it is desirable to have a basic statement in 
which total income is contiasted with total outgo in such a way as 
to show the net results of operations in the form of a deficit or sur¬ 
plus. The basic statement of this character is known as an operat¬ 
ing statement. Following is a form of operating statement, reduced 
to its simplest terms: 

OPERATING STATEMENT 


REOIIPTS: 

Revenue. 

Non-Revenue... 

Total Receipts..... 

EXPENDITURES: 

Expense. 

Outlay... 

Total Expenditures. 

Excess or Deficit, Revenue Over Expense. 

Excess or Deficit, Non-Revenue Over Outlay. . 

Excess or Deficit, Receipts Over Expenditures... 

Distinction Between Revenue and Non-Revenue Receipts 
and Expense and Outlay. The only feature of this statement 
requiring comment is the distinction that is made between revenue 
and non-revenue under the head of receipts and that between ex¬ 
pense and outlay under the head of expenditures. There is, mani¬ 
festly, a great difference between a receipt resulting from the 
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collection of tax and that resulting from the sale of a security 
owned. The former represents a direct addition to assets; the 
latter merely the conversion of an asset from one form to an¬ 
other. In like manner, there is the same essential diflercnce bet¬ 
ween an expenditure for personal services and one for the pur¬ 
chase of a security. I he first represents a direct diminution of as¬ 
sets; the second a conversion of an asset from one to anoiher. This 
distinction is well illiitlratcd in the case of borrowing and payment 
of loans. Money received from the sale of bonds, while a receipt, 
is not a i even no, since the case received is offset by the obligation 
incunod and the government is no belter off as the result of the 
transaclion. In like manner the fmanclaJ condition of a govern¬ 
ment is not alicicd by the payment and cancellalion of its bonds, 
since its casli is »educed by the transaction. Cash received from the 
safe of bonds is, tlius, a nr^n-revenue receipt and cash disbursed for 
the payment of bonds, an outlay. “Revenue receipts.** thus, 
constitute the income, strictly speaking, of a government and“ex- 
pense,*’ its expenditures from the standpoint of current operations. 
In many receipts the real result of the period to which the operat¬ 
ing statement refers is better shown by a balancing of revenues 
against expense than by comparing total receipts with total expen¬ 
ditures. 

Fundamental as is this distinction between revenue and non¬ 
revenue on the one hand and expense and outlay on the other, it 
is one that i.s very generally disregarded by the accounting systems 
of our governments, In the financial reports of the national govern¬ 
ment, for example, when the government disburses several hundred 
millions of dollars, as it has, in making loans to railroads, taking 
in return their interest-bearing bonds, or purchases millions of dol¬ 
lars worth of interest-bearing bonds of the Federal Farm Loan 
bank.^, this disbursement is treated precisely as if it were made for 
meeting the current operating expenses of the government. When 
money is received through the sale or redemption of these securi¬ 
ties, it is covered into the treasury precisely as if it had been 
received in the way of taxes oi other public dues. As a result of 
the failure to distinguish between these two classes of transactions, 
which are so dissimilar in character and affect in such a different 
way financial condition, the operating statement of the government 
may show a large surplus or deficit for the year, when in fact the 
reverse would be true if the comparison were made between the 
real revenue receipts and expenses of the period.^ 

^TLe CeiLSus V»uican, in its annual report on fiiinnci.al statistics of 
tlie st.'itcs ami cities makes tlic rlistiiicfion liorc urged and uses its best 
efl'orts to iiolm-o tlic stafo'^; r'lid citie.s to keep tlioir account.^ on tins 
basis. ^ 
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Operating Statement Under Cash and Accrual Account¬ 
ing Systems. Note should be taken of the fact that if the 
accounting system is on the cash, the data presented will relate to 
actual receipts in cash disbursements of money; if on the accrual 
basis, the figures will relate to revenue and non-revenue receipts 
accruing and obligations incurred for expense and outlay during 
the period. It is hardly necessary to point out that a statement on 
the latter basis furnishes a true picture of the results of operations 
during the period, while one prepared on the cash basis may be, 
and usually is, misleading. Indeed, a statement on this basis may 
show an excess of revenue over expenses or non-revenue over 
outlay, when in fact deficit has resulted from operations. If the 
accounting system is on the accrual basis, the operating statement 
may be expended from the form given, so as to distinguish under 
each head cash receipts and expenditures and those accruing 
during the period but not liquidated through the receipt or dis¬ 
bursement of cash. 

Fund Operating Statements. As has been pointed out in 
the chapter dealing with fund distinctions, all receipts and expen¬ 
ditures in addition to being receipts and expenditures of the 
government as a whole, are receipts and expenditures of particular 
funds. In the same way that it is desirable to have a balance sheet 
for each fund, so it is desirable to have an operating statement for 
each fund. And from the operating statements of the several 
funds, consolidated operating statements should be prepared for 
the several classes of funds and* for all public funds combined, 
the last being the general operating statement for the government 
as a whole as described above. 

Detailed Data Regarding Receipts and Expenditures. The 
operating statements that have been described have for their pur¬ 
pose to show merely the grand totals of receipts and expenditures, 
balanced against each other in such a manner as to show the 
results of the operations of the fiscal period in the form of an 
excess or deficit of the one over the other. Much additional data 
is needed regarding tne character of these receipts and expendi¬ 
tures the organization units responsible for them, the purposes 
for which expenditures were made, etc. The character of these 
additional data will be shown in the two chapters that follow. 
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CHAPTER XL 

DATA REQUIRED REGARDING RECEIPTS 

While the total of receipts, with the distinction made between 
revenue and non-revenue, constitute the most important single fact 
that it is desirable to have regarding a government’s income, much 
additional data are needed regarding such income, both from the 
general informfition standpoint and that of policy determination 
and control. Examination shows that it is desirable to have the 
detail ilems of receipts as shown in the operating statement clas¬ 
sified from at least three standpoints: (1) Sources from which 
derived; (2) organization units producing; and (»I) funds to 
which the receipts must be credited. 

Cla8sification of Receipts liy Sources. Of these three clas¬ 
sifications of receipts that by sources is much the most important 
from the information standpoint. A government receives its income 
from a great variety of sources: taxes of various characters, 
licenses, royalties, fees, fines, charges for services rendered, the 
sale of properly no longer needed for government purposes, etc. 
Unless information is available regarding the amount of income 
that is received from each source, it is impossible intelligently to 
consider proposals for the modification of the revenue system of 
the government or to determine the extent to which the govern¬ 
ment is receiving the income to which it is entitled. In addition 
to knowing the amount received from each specific source, it is 
also desirable to know the total amounts received from all sources 
of a like character, as, for example, the total received from taxes, 
from fees of all kinds, etc. In order that this information may be 
obtained, it is necessary for a government carefully to list all 
sources from which it obtains its income, to open up an account 
on its books with each source, and, on tlie basis of such accounts, 
to prepare a financial statement showing in detail its income 
itemized under these heads. This done, the data so presented 
should be classified so as to show the subtotals representing the 
receipts from each class of items of a like general character. 

Much pains have been taken by writers of public finance to 
work out this problem of the classification of government revenues. 
In general this effort has been directed to the preparation of 
schemes of classification that will set up certain distinctions which 
are believed to be of interest from the standpoint of general econo¬ 
mics. Especially have they sought to make such distinctions as 
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those between direct and indirect taxes, between taxes on property 
and on income, between taxes on production and consumption, 
between royalties, fees, fines, etc. The vari us classifications re¬ 
sulting from these efforts have varied among themselves according 
as one feature* or another has been deemed to be of primary 
importance. It is difficult to say that one is superior to the other, 
since one may be superior from one standpoint and another from 
another iitandpoint. To the writer one of the most satisfactory 
classifications is that given by Mr. Francis Oakey, in his volume 
on “Principles of Government Accounting and Reporting. 
Following is a copy of this classification, 

CLASSIFICATION OF REVENUES 

Taxes 

A. Taxes on real property 
r>. Taxes on personal property 
C. }*oll taxes 
I). Taxes on capital 

1 . Taxes on tlio capital stock of rorporatioiis 

2. Taxes on the value of shares 

y. Taxes on the amount of capital employcil witlnn the state 
(or city) by foreign corporatious or non-rcsiclciits 
4. Taxes on the surplus and undivided prolits 

E. Taxes on volume of business 

1. Taxes on insurance premiums 

2. Taxes on the net value of insurance policies 

ii. Taxes on the funds held by insurance companies 
4. Taxes on the average amount of daily dei) 0 Bit 8 
(). Taxes on gross receipts from business transacted within 
the state (or city) 

(>. Taxes on the assessed valuation of commodities produced, 
manufactured or traded 

a. Coal produced 

b. Coal sold 

c. Gas produced 

d. Gas sold 

c. Goods, wares and merchandise sold at wholesale 
f. Goods, wares and merchandise sold at retail 
g Grain handled in grain elevators 

h. Liquor bottled 

i. Liquor brewed 
ji. Liquor distilled 

k. Liquor sold at wholesale 

l, Liquor sold at retail 

in. Tobacco, cigars, and cigarettes manufactured 

n. Tobacco, cigars, and cigarettes sold at wholesale 

o. Tobacco, cigars, and cigarettes sold at retail 

F. Inheritance taxes 

G. Taxes on income 

H. Miscellaneous taxes 

^Principles of Administr.'ition: Institute for Government Research, 
1921, pp. 308-ia, 
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1. Taxes on tlic transfer of securities 

2. Taxes on legal instruments 

3. Taxes on the face value of any secured debt 

II. Licenses 

A, Licenses to engage in the business of producing, manufac¬ 
turing or trading In commodities 
1>. Licenses to trade in securities, money, and credit 

C. Licenses to render professional services 
I). Licenses to engage in skilled trades 

E. Licenses to render unskilled services 

F. Licenses to owners of structures used as sheltera for persons 

and animals 

G. Licenses to owners or operators of places of amusement, 

recreation, etc. 

II. Licenses to exhibit or operate shows 

I. Licenses to owners or drivers of vehicles and boats 

J. Licenses to owners or harbourers of animals 

K. Licenses to tish, hunt or trap 

L. Miscellaneous licenses 

III. rermits 

A. Permits to erect or move structures above the surface 

B. Permits to erect structures below the surface 

C. Peiinits to make installations, connections, and atlachmenls 
T). Permits to perform specific acts under licenses 

E. Permits to obstruct or break streets 

F. Cemetery permits 

1. Interments 

2. Disinterments 

3. Vaults 

G. Permits to licensed persons to perform specific acts contrary 

to the provisions of their license 

IV. Franchises 

A. Bus linos 

B. Conduit comp.anies 

C. Express comijanies 

D. Ferry companies 

E. Light and powder companies (including electric companies) 

F. Pipe line companies 

G. pneumatic tube companies 

H. Kailroad companies 

I. Street railway companies 

J. Telegraph companies 

K. Telephone companies 

L. Water companies 

V. Privileges 

A. Market i)rivi leges 

B. Park, boulevard, and playground privileges 

C. Privileges to sell newspapers, refreshments, etc. at specified 

place on government property 

D. Privileges to use public streets and docks not needed for 

general traffic 

E. Eight-of-ivay privileges 

F. Scow trimming privileges 
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G. Telephone l)ootli privileges 

H. Track privileges 

I. MineraJ, grazingy and timber rights on lauds owned by the 
government 

VI. Fees 

A. Fees for inspcctional services 

B. Fees for technical and skilled services^ otlier than inspcc¬ 

tional 

C. Fees for legal or clerical services in departm(mtal oflic.es 

D. Fees for issuing certiticales^ copies of other instruments 

E. Application, examination^ and qualification fees 

F. Fees for services in connection with corporate organization 

G. Pound fees 

11. Library and school fees 
I. Witness fees paid to government employees 

J. Fees for receiving and handling money or proijcrty for pri¬ 
vate persons or for other governments 

K. Fees for passing private bills in the legislature 

L. Surplus fees of minor civil divisions 

M. Fees for special services 

VIL Finesj penalties and forfeitures 

A. Fines imi)osed by courts 

B, Finos imposed by departments 

0. Fines imposed by pu&lic institutions 

I), i’enalties imposed on faxes not paid when due 

E. Penalties imposed on water bills not paid when duo 

F. Penalties imposed for non-payment of other debts due to the 

government 

G. Forfeitures 

H. Bond sureties 

VIII. Escheats 

IX. Grants and donations 

A. Grants for the United States 

B. Grants from the state 

C. Grants from the county 
1). Bequests 

E. Donations by private individuals 

X. Beuts 

A. Unimproved lauds 

B. Beal estate and buildings 

C. Halls and rooms in government buildings 

D. Public works 

E. Miscellaneous structur<NS 

F. Property acquired at tax sales 

XI. Interest, premium, aud discount 

A. Interest on deposits 

B. Interest on securities owned (obligations of private corpo¬ 
rations or other governments) 

C. Dividends on stock owned 
D:. Interest on delinquent tuxes 

E. Interest on delinquent water bills 

F. Interest on other delinquent debts due to the government 

G. Premium on bonds sold 
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H. Premium on exchange sold 

I. Discount on bonds purchased 

.1, Discount on exchange purchased 

XIT. Proceeds of sales of commodities and services 

A. Sales of government publications 
Ij. Sales of sundry articles and commodities 
1. Sales of manufactured articles 

Sales of commoditios produced on goverument property 
ii. Sales of licence tags and cards 
4. Sales of property unlit for use 
;■). Sales of astray animals 
(5. Sales of luiscellaneous articles 

C. Hire of x>rison labour 

D. Sujiport and care of institutional inmates 

E. Water service 

F. Heat, light, and power services 

G. Transporta t ion ser\ ices 
1 Civic car lines 

Ferries owned by the government 
.1, Servii-es of other pul)lic works and equipment 
I. Dredging city jdants 
Sliop and garagt^ 

3. Collection and disposal of refuse, etc. 

4. Equii>mcnt earnings 

5. (Jomfort stations 
d. Public baths 

•I. Stationery and printing 

K. Auditing imblic oifit es of minor civil divisions 

L. Special activities 
.1. Si ate fair 

2. DaiM'Os; other amusements; admission charges 
XITJ. Eoyaltics 

A. RoyaUi' S on shells t-oilccted 
D. Royalties on niiueral.s x;roduced 
G. Royalties on timber cut 

XIV. Peusion assessments 

A. Police 

B, Firemen 
G. Teacliers 

D. Other ciuiilo^ees 

This classificalion is one which has been prepared with special 
reference to the needs of the individual states and their political 
subdivisions. It has been worked out in considerable detail in order 
to include most if not all of the sources of revenue of these bodies. 
No one slate, municipality, or other political subdivision receives 
an income from all the items mentioned. The classification of any 
particular government would be shorter than the one shown, due 
to the exclusion of items which do not figure in its revenue system. 
The general heads under which revenues are classified are, how¬ 
ever, ones that can be employed by any state, city, or county. It 
need hardly be stated how advantageous it would be if all the 
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polilical divisions of a state, or all the slates of a Union, should 
employ the same scheme of classification, since by so doing accu¬ 
rate comparisons could be made between the revenue systems and 
operations of those bodies. 

Classification of Receipts of the National Government. 

The national government receives its income from sources so diffe¬ 
rent from those of states and cities that no detail classification of 
the receipts of these bodies can be employed without modification. 
There is no reason why receipts cannot be grouped in substantially 
the same manner as is employed in the states and cities, so far as 
the main group headings are concerned. Remarkable as it may 
appear, the national government, prior to the adoption of the budget 
system, had never made any attempt to work out and employ any 
scientific or logical system of itemizing and classifying its receipts. 

Prior to this date. 1921, the only tables purporting to give a 
comprehensive statement of the government’s income were those 
contained in the “Annual Report of the Secretary of the Treasury” 
and the ^‘Combined Statement of the Receipts and Disbursements, 
Balances, etc., of the United Stales During the Fiscal Year.” These 
statements were radically defective from almost every point of 
view. 

In the first place they were, and are of too summary a charac¬ 
ter. The statements in the Annual Report of the Secretary of the 
Treasury, for example, give only the total receipts derived from 
customs dues. In the Combined Statement the only additional in¬ 
formation given is the classification of this total by places of 
deposit, posts, districts, and states, information which, though of 
importance from an administrative standpoint, is of little or no 
significance from that of the sources from which the government 
derives its income. If one desires to secure information regarding 
receipts from customs dues according to the articles or classes of 
articles upon which such dues were paid, he is forced to turn to the 
“Annual Report of the Foreign Commerce and Navigation of the 
United States,” published by the Bureau of lh.e Foreign and 
Domestic Commerce of the Department of Commerce, and here he 
will find the figures given by calendar years instead of fiscal years. 
It is thus, impossible to use them as supporting details to the totals 
given by the Secretary of the Treasury in his reports. 

Again, the only information given in the Annual Report of the 
Secretary of the Treasury regarding internal revenue receipts is 
the total of such receipts, classified under the two very general 
heads of: (1) Income and excess profits taxes, and (2) miscel¬ 
laneous. In the Combined Statement the only additional infor¬ 
mation given is a showing of the total for each of these two 
classes, classified by internal revenue districts and states. If one 



540 


PRINCIPLES OF PUBLIC ADMINISTRATION 


wishes information regarding the receipts from each of the large 
number of the different taxes falling under this head, he is compel¬ 
led to resort to the Annual Report of the Commissioner of Internal 
Revenue, and here he will find the figures given on the basis of 
collections instead of deposits in the treasury, with the result that 
the total does not correspond with the total given by the Treasury 
Department in either of the reports that have been mentioned. 

What is true of customs receipts and internal revenue is more or 
less true of all the other sources from which the government derives 
its income. 

Finally, as already slated no distinction is made between revenue 
and non-revenue receipts, a defect which of itself almost destroys 
the value of such information as is given. 

The Bureau of the Budget, in preparing the statements to be 
included in the budget which is submitted to Congress, has sought 
to do what it could in the way of correcting the failure on the 
part of the regular financial reports to give proper informa¬ 
tion regarding the government’s income. It prepares, as one of 
the most important statements contained in the budget, a state¬ 
ment in which the attempt is made to set forth the receipts of 
the government, classified under the more important heads. This 
statement, while representing a great improvement over any¬ 
thing ever before attempted, is, however, far from satisfactory. 
A fully satisfactory statement cannot be prepared until the ac¬ 
counting system is reorganized so as to make the distinctions 
that should be observed and present the details that are at present 
unobtainable. Fortunately, the Trea^^ury Department and the Gen¬ 
eral Accounting Office, to which have been given the responsibility 
with respect to the system of accounting of the national govern¬ 
ment, fully appreciate the need for so modifying the accounting sys¬ 
tem now in use as to permit the securing of information regarding 
receipts in proper detail, and from these details of preparing state¬ 
ments that will show total receipts properly classified and with a 
proper distinction between revenue and non-revenue receipts. Fol¬ 
lowing is a suggested summary classification of receipts: 

1. Revenues 

1. Taxes 

2. Fees 

3. Fines, penalties, forfeitures, etc. 

4. Interest 

5. Dividends 

6. Discount, exchanges, and seigniorage 

7. Rent of public buildings and grounds 

(S. Public domain 
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9. Sale of land and buildings 

10. Sale of miscellaneous property 

11. Sale of products and services 

12. Gifts and contributions 

13. Revenue-producing enterprises (net) 

14. Miscellaneous 

Total Revenues 

II, Non-Revenues 

1. Realization upon assets 

2. Borrowings 

3. Trust fund receipts 

Total Non-revenues 
Grand total 

In this classification, receipts from sale of land and buildings 
and miscellaneous property are treated as revenue receipts, since 
the national government pursues the wise policy of providing for 
the purchase of all property of this character from current income 
and treating such expenditures as a part of current expense, also 
because under the present accounting system of the national 
government such property expenditures are not capitalized but 
are treated as a part of the expenses of current operations. This 
being so the receipts resulting from the sale of such property are 
now treated as revenue instead of non-revenue, which would be the 
case if such receipts were credited to the fixed property account 
upon sale. This statement should, of course, be supported by 
another statement, setting forth in detail the items under each of 
the general heads shown. 

Classification of Revenue Receipts by Orf^anization Units. 
The great bulk of the revenues of a government are collected by 
the comparatively few organization units having the special func¬ 
tion of collecting taxes and other public dues. Many other organi¬ 
zation units, however, receive by no means negligible sums as an 
incidental feature of their operations. These sums may, for the 
most part, be deemed to be offsets or compensating items to 
the cost of operating such services. It is desirable, therefore, that 
the extent to which each organization unit is responsible for such 
receipts should be known in order to determine the extent to which 
the service is self-supporting, or at least the net cost that is involved 
in maintaining it. It is a matter of interest and no little importance 
to know, in the case of the national government, that the cost of 
maintaining and operating the Patent Office is more than met by 
the fees that are collected in connection with the issue and regula¬ 
tion of patents, and that the State Department receives in the form 
of passport, consular, and other fees an amount sufficient to meet 
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almost its entire cost, including the diplomatic and consular ser¬ 
vices in the field. A statement showing revenue receipts, classified 
by the organization units, thus, not only gives valuable information 
but It also tends to stimulate the services to make as good a show¬ 
ing as possible. 

Oatiisification of Reoeipt8 hy Funds. One of the most important 
facts that is is desirable to have regarding receipts, is the extent 
to which they are freely available for meeting government 
expenditures or the extent to which they must be devoted to 
specially designated purpose. To secure this information, receipts 
as they are received must be credited on the books to the funds to 
which they belong, and from these accounts a special statement 
should be prepared showing receipts classified by such funds. 
This can be done by preparing a statement showing in the stub 
the sources of income and in parallel vertical columns the 
amounts credited to each fund or class of funds, with a final 
column showing the receipts for all funds combined. 

Treatment of Receipts of Revenue-produeinj:; and Sup¬ 
ply Services. Of the fund distinctions that should be observed 
in reporting government income, that of distinguishing clearly be¬ 
tween the income of revenue-producing and ’“supply services 
financed by working capital or revolving funds and of the general 
government is of such special importance that a few further 
words regarding it should be said. As has been pointed out, the 
prime characteristics of revenue-producing and general supply 
services are that their revenues and expenditures have direct 
relation to each other; that in principle, at least, the effort 
should be made to make self-supporting; that their financial 
system should be such that the extent to which they are self- 
supporting or produce a surplus may be clearly seen, and that 
the important feature of their operations from the standpoint of 
the general treasury is not their gross receipts and disbursements 
but the difference between the two, or the net result as represent¬ 
ed by a surplus or deficit. 

It follows that the gross receipts of such services should always 
be reported as receipts of their respective working capital or re¬ 
volving funds and never as receipts of the general treasury. Only 
when such receipts exceed expenditures to such an extent that 
repayments from the working capital or revolving fund to the 
general fund can be made, should the operations of these services 
be reflected in any way in the statement of receipts of the general 
treasury. In such cases the receipt will appear as one from the 
working capital or revolving fund rather than as one from the 
direct operations of the service. 



CHAPTER XLI 

DATA REQUIRED REGARDING EXPENDITURES 

The need for comprehensive and detailed information regarding 
expenditures is, if anything; more imperative than information 
regarding financial condition and revenue. Without such infor¬ 
mation it is impossible for those in charge of operating services 
to exercise current control or for the legislative branch to satisfy 
itself that its grants of money have been properly and efficiently 
expended or to make intelligent provision for future needs. The 
problem of securing information regarding expenditures is some¬ 
what more complicated than in the case of receipts, due to the fact 
that it is essential that such data shall be presented from a larger 
number of distinct standpoints. These are : 

1. Funds 

2. Appropriation heads 

3. Organization units 

4. Functions and activities 

5. Character 

6. Object 

Classification of Expenditures by Funds. The need for care¬ 
fully segregating all financial transactions according to the funds 
to which they relate has already been abundantly shown. It is of 
the essence of fund accounting that this should be done. In the 
same way that the reporting system of a government should pro¬ 
vide for separate statements showing the condition and receipts of 
each fund separately, so a separate showing should be made for 
the expenditures of each fund. This done, consolidated statements 
of total expenditures by classes of funds should be prepared. The 
scheme of classification of funds for this purpose should naturally 
be the one employed in presenting data regarding financial con¬ 
dition and receipts. 

ClasHification of Expenditures by Appropriation Heads. 
Appropriation heads represent the specification made by the legisla¬ 
ture of the purposes to which the money voted shall be devoted, 
together with the limitation as to the amounts to be spent for each 
purpose. The reports of the government should show expenditures 
itemized and classified according to such heads in order that the 
legislature may assure itself that its orders have been faithfully 
carried out. In presenting these data it is desirable that expen¬ 
ditures shall be shown in comparison with the appropriations them¬ 
selves, so that the information will be available regarding the 

543 
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extent to which the grants made by the legislature have actually 
been availed of. The scheme of classification of appropriation 
heads will naturally follow that employed in the budget or the 
appropriation acts representing action upon the budget. 

: In making appropriations the legislature usually specifies, and 
should specify, the particular fund from which each appropriation 
item shall be made. As a result the various appropriation items 
constitute sub- heads under the several funds, in so far as these are 
recognized. In the case of most of the special funds, appropriation 
items correspond to the fund designation, and the appropriations 
are sometimes made by a permanent statute rather by one 
of the regular appropriation acts. 

In statements showing expenditures on the basis of appropria¬ 
tions, the expenditures should be shown in comparison with the 
amounts appropriated, indicating the extent to which the amounts 
appropriated have been expended and obligated. 

Classification of Expeiiditures by Organization Units. The 
third standpoint from which it is desirable to have data regarding 
expenditures is that of organization units. It is not only important, 
but essential, that accurate information shall be available regarding 
the cost of maintaining and operating each branch, service, or sub¬ 
division oi a service which has a clearly recognized status and 
function. Information should, thus, always be at hand regarding 
the expenditures of each field station, such as a lighthouse, the 
total for all stations falling in the same class, such as the total for 
all lighthouses, the total for an entire service, including the central 
office at the seat of government that total for all services under the 
jurisdiction of a department, the total for all departments, and. 
finally, the totals for the entire government, classified by its great 
branches of legislative, judicial, executive, etc. Without such data 
it is impossible definitely to locate responsibility for expenditures, 
to exercise control over actual operating units, to secure efficiency 
and economy through the comparison of relative costs for similar 
or analogous units, or intelligently to prepare estimates or make 
appropriations for future needs. 

The scheme of presentation of expenditures classified by orga¬ 
nization units will naturally follow the organization of the govern¬ 
ment to which the expenditures relate. There are certain expendi¬ 
tures which, though made by organization units, do not constitute 
a part of the cost of maintaining or operating such units. Examples 
of such expenditures are disbursements for the payment of interest 
on the public debt, pensions etc. There is an advantage in segre¬ 
gating these expenditures and showing them as appropriate items 
under a general heading, wit|h some such designation as **non- 
organizational,*' 
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Classification of Expendilures by Functions and Activi¬ 
ties. That it is of interest and value to know the total of the 
expenditures of a government classified according to the purposes 
for which they were made, is evident. Were all organization units 
unifunctional, in the sense that they had as their duty but the 
performance of a single function or activity, and were all the 
functions or activities of a like character performed by a single 
service, the reporting of expenditures according to organization 
units would at the same time show the expenditures of the 
government, classified according to the functions engaged in or 
the specific activities perlormed. This condition, however, by no 
means uniformly obtains. Not only are there, in most national 
governments at least, a number of different services performing 
the same general function, but there are also many services per¬ 
forming more than one function, and even where they are of a 
unifunctional character, they engage in a number of different 
activities in performing this function. 

It results from this condition of aiffairs that information regard¬ 
ing expenditures of a government from the standpoint of functions 
and activities can only be secured where a careful study is made of 
the specific work done by all government servicer and a system of 
accounts installed which will call for the selling up of an account 
with each activity thus distinguished. If this is done it will, of course 
be possible for each service to report its expenditures classified 
according to its activities. With this information in hand the central 
accounting office can combine these returns in such a way as to 
show the total expenditures of the government classified not only 
by specific activities but also by groups of related activities. 

It might seem at first sight that no great difficully would be 
encountered in determining the tunclions and activities of a 
government and in making provision for the recording and report¬ 
ing of expenditures accordingly. In point of fact, the problem 
is one of no little complexity. If it is to be successfully worked 
out, account must be taken of a number of factors the nature of 
which has apparently received but little attention in studies thus 
far made of the problem of public accounting. 

The first of these is the distinction lhat exists between; (1) 
Functions, (2)activities, and (3) operations. 

By “function” is meant the general end or purpose that the 
work engaged *in has in view, for example, national defence, the 
promotion of the puplic health or education, the development of 
the natural resources of the country, the regulation and control 
of public utilities, the administration of justice, etc. 

By “activities” is meant the particular lines of work engaged 
\n order lo perform a general funclion. For example, the Bureau 
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of Education of the national government has the function of pro¬ 
moting public education. In order to perform this function it 
engages in certain specific lines of work, such as the prosecution 
of state, municipal, and county educational surveys, the study of 
problems of higher education, the collection and publication of 
statistics of school finance, etc. Each of these lines of work 
constitutes one of the activities conducted in performing its gene¬ 
ral function. 

By**operation’' is meant work of a particular character per¬ 
formed in carrying on an activity, for example, the planning of 
an educational suivey, the collection of data, the compilation of 
data and their presentation in the form of a report, the printing 
and publication of reports, etc. 

The first step involved in working out a scheme of presentation 
of expenditures classified from the standpoint of the end sought 
or accomplished is the recognition of these distinctions between 
function, activity, and operation. Primarily the effort should be 
made to work out a statement and classification of the functions 
of government. This done, subordinate statements can be pre¬ 
pared showing the activities and, if such detail a deemed desir¬ 
able, the operation in performing each activity. Generally speak¬ 
ing, the factor of operation is only of importance to the operat¬ 
ing services, which desire to obtain an analysis of the cost involved 
in performing their activities. 

It is desirable that the classification of functions and acti¬ 
vities shall as far as is practicable be uniform as between political 
bodies of a like char acter. Probably no class of information 
regarding public finances is more desired by the public than that 
which will permit of a comparison of the financial operations of 
different governments from this standpoint. Such a comparison 
cannot be made with accuracy unless the governments whose 
operations are to be compared make use of substantially the 
same scheme of classification. The field of operations of central, 
state, municipal, and local governments are so dissimilar that it 
is impossible to prepare a single classification that, as regards its 
details, will meet the needs of those several classes of govern¬ 
ments. It ought not to be impossible, however, for each class of 
government to agree upon a classification for general use and to 
have these several classifications fairly uniform as regards the 
main groupings. 

The Bureau of the Census has taken the lead in seeking to se¬ 
cure comparable data on the basis of functions and activities of 
the expenditures of the stales and cities. Following is a.jreproduc- 
tion of the classification employed by it in its annual volume on 
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Financial Statistics of the Stales, in which only the more impor¬ 
tant group headings are indicated. 

STATEMENT OF EXPEDITURES CEASSIPIED BY ACTIVITY 

1. Governmental Costs 

1. Gcnorril Govonimriit 

1. 3-iC*g:isljitivc 

2 , 011ief* exocut iVO oflices 

o. oflli('es ;iu<l nrcoiiuts 

1. liUW oTlicos jiiid ;K'«;.onnf.s 

f), Otlior "OMcrnl o\x‘rutivf? of/icos uiul nccounts 
n. Judici.-il 
7. El Or lions 

S, Genornl govornnunt huiidings 
Totnl: General Govcruinent 

2. Protection to Persons and Propertv 

1. Supervising dcpartmoiit 

2. Police department 

iJ, Fire niarslial or commissioner 

4. Militin and armouries 

5. FisL and game warden 

6. Begiilation for protection to person and property 

7. Other protection to jiersoii and property 
Total; ProtCM tion to Person and Property 

3. I)evelo])in nt and Conservation of Natural Resources 

1. Agriculture 

2. Forestry 

3. Fish and game 

4. Geological survey 

5. Other devcloinneiit and conservation 

Total: Development and Coiiservation of Natural Resources 

4. Conservation of Health and Sanitation 
1 Health department administration 

2. Vital statistics 

3. Prevention and treatment of communicable diseases 

4. Conservation of child life 

5. Food regulation and inspection 

d. Regulation of professional occupations 

7. Other couservution of health 

8. Sanitation 

Total: Conservation of Health and Sanitation 

5. Highways 

1. Supervising department 

2. Roadways 

3. Other highw^ay structures 
4 Waterways 

6. Repair and construction for compensation 
Total: Highways 

6. Charities, Hospitals and Corrections 
1 ^supervising departments 

2. Outdoor poor relief 

3. Poor in institutions 
4.. Care of children 

5. Care of blinds deaf^ and mute 

6. Other charities 

7. General hospitals 
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Special bospitaln 

9. Correctional institutions for adults 

10. Correctional institutions for minors 

11. Pardon and parole boards and oflicera 
Total: Charities, Hospitals, and Corrections 

7- Education 

1. Schools 

2. lyibrarios 
Total: Education 

S. Recreation 

1. Educational recreation 

2. Oeueral recreation 

3. ParJis and reservations 

4. Monuments and monument commissions 
Total rent ion 

9. Miscellaneous 

1. Pensions and fatuities to former state employees 

2. Relief to special classes 

I'.. Admi nisi ration of public trust and investinoat funis 
4. .Judgments and losses 
fi. Unclassified 

6. Undistributed 
Total: Miscellaneous 

10. Public iScrvico Enterprises 

1. Bocks, wharves, and landings 

2. Canals 

11. Irrigation systems 
4. All other enterprises 

Total: Public Service Enterprises 

11. Interest 

Total: Covlunmental Costs 

II. Nok-G iOVENMENTAL COST.S 

1. Debt 

2. To other civil divisions 

3. For objects of private trust 

4. For invcjstments purchased 

r«. For increase of storehouse supplies 
r». Outlay payments offset by receipts 

7, Payments for accrued interest, in error, and for corroetions of 

erroneous receipts 

5. ’ General transfers 

Total: Governmental Costs 
Grand Total 

As regards its general character, this statement affords an excel¬ 
lent view of the expenditures of the state governments from the 
standpoint of activities. It is believed, however, that it can be im¬ 
proved in certain minor respects. For example, the item ‘'Judicial” 
appearing under “General government*’ should be made a group 
heading co-ordinate with “General government.*’ It represents a 
distinct service performed for public rather than one having 
to do with the operation of the government as an institution. The 
statement further errs in attempting to take account of i^urganization 



DATA REQUIRED REGARDING EXPENDITURES 549 


units. I"or example, the attempt should not be made to indicate 
under “Protection to person and property** the item “Fish and 
game warden.** The expense for that office should be a part of 
item “Fish and game,’* appearing under “development and con¬ 
servation of natural resources.*' 

riic foregoing classification may be compared with the follow¬ 
ing classification used by the Bureau of the Budget in presenting 
information regarding the national finances in Part 1 of the Budget. 

A. i}ENi:nAL Functions 

1. Legislative 
Judicial 
n. Executive 

d. General Administration 
]. Finaiiifial Administration 
2. Cover 11 moiit Supply Services 
.5. Pulilic Huildings Service 
I. Civil Pensions and Allowance Administration 
fj. Institutional and General Expenses 

Total: General Administration. 

Total: Military Functions 

IT Military Inunctions 

1. National Defoiicc 
lL Special Wav Agencies 

‘5. Military Pensions; Retirement Pay; Annnities, 

Wo rid "War Allowances and Life Insurance Ola inis 

Total: Military Functions 
r. Ftvti. Functions 

L Poreign Relations and Protection of Anierii^an Interest Abroad 
2. General Law Enforcement 

Provision for Control of Currency and T'anlving 

4. Administration of Indian AtTairs* 

5, Administration of Public. 

<i. Promotion and Regulation of Commerce anrl Industry 
7. Proiriotioii, Regulation, and Oiicration of Marine Traiisportn- 
tion 

Promotion and Regulation of Land Transportation 
Postal Service (Deficiency in Postal Revenues) 

10. I’romotion and Regulation of Agriculture 
IL Promotion and Regulation of Fisheries 
12. Promotion of Labour Interests 
KL Immigration and Naturalization 

14. Promotion of Public TTealtli 

15. Promotion of Public Education 

16. Bciencc and Research 

17. Public Worlts 

1. General supervision., de.sign, and overhead 

2. Public imj)rovcments 

.'I. Government plant additions 
Total; Public Works 

18. Revenue-Reproducing Enterprises 

70 
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10. Local Government 
20. Belief Expenditures 

Total: Civil Fonotions 

D. Non-Punotional Expendituiies 

1. Kefinids, Losses, Continj^cueies, nntl Miscellaneous 
S, Seed Gmin Loans (hivestment.s) 

"1. 1 Debt Cliar^es 

1. Public debt retiremeiiis payable from ordiuar}’^ receipts 
l!. Interest on tlic public. de!»t 

Total: F'xed Debt charges 
4. Trust Funds 

Total: Non-Fnnctional Expenditures 

Total: Expenditures from the Treasury, Warrant Basis 

E. Adjustment Between Gash Expenditukes and War¬ 

rant DlSTEinUTJON 

Total: Fxpendifures from the Treasury, Cash Basis 
Add Postal Service Expenditures, Payalilo from Postal R^’veiiues 

Total Expenditures 

Classification of Expcniditiires hy Character. The impor¬ 
tance ot distinguishing between those expenditures having for their 
purpose to meet expense and those for capital outlay has been 
pointed out in consideration of the operating statement. The 
term ^‘character” has been generally adopted to designate this 
distinction. It is important that this distinction should be observed 
in keeping the account and in presenting information regarding 
expenditures in the published reports. 

Classification of Expenditures by Object. The final stand¬ 
point from which it is desirable to have information regarding the 
expenditures of government is that of the things purchased with 
the money expended, services, materials, or other, or, to use the 
technical expression, the **objects of expenditure.’* Data of this kind 
are required as a basis for the analysis of the nature of the expen¬ 
ditures required in order to carry on a given service or to perform 
a given activity or function, and as a means of determining the effi¬ 
ciency and economy with which money is expended. No adminis¬ 
trator can effectively control the expenditures of his organization, 
nor can the authority rai,sing and voting the funds assure itself 
that the money granted by it is economically expended, without 
having such information. 

For the fullest use of data of this kind it is essentia] that all 
of the subdivisions of a service, and as far as practicable all of 
the services of a government, shall provide for the recording and 
reporting of its expenditures according to a uniform plan. This is 
necessary in order that accurate comparisons may be made of the 
expenditures of different units of organization. For ikample, the 
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most effective way of checking up the relative efficiency and econo¬ 
my of field stations of a like chai acter, such as lighthouse, offices 
of collectors of internal revenue, post offices of the same class, etc. 
would be by comparing their expenditures from this standpoint. 
This can only be done where all units report their expenditures by 
the same items or objects of expenditure. To secure such uniform¬ 
ity, it is necessary that some central authority, preferably that hav¬ 
ing responsibility for prescribing the character of accounts and 
reports to be kept and rendered, shall work out a standard clas¬ 
sification of objects of expenditures the use ol which by all account¬ 
ing officers shall be obligatory. 

The importance of having such a standard scheme of classifica¬ 
tion of objects of expenditure has long been recognized by the more 
important private corporations of the country and, within recent 
years, by a number of states and municipalities which have taken 
steps to put the administration of their financial affairs upon a 
scientific basis. The use of such a classification by all services of 
the national government was prescribed by the General Account¬ 
ing Office in 1922.^ These several classifications, though based 
upon the same general principles, do not conform with each other 
as regards articles. For illustrative purposes there is reproduced 
below the classification employed by Hawaii, which is believed to 
be as satisfactory as any that has been devised. 

STATEMENT OF EXPENEITUEES CLASSIFIED BY OBJECT 

1. EXPENSE 

Personal services 

Supplies 

Materials 

Communication ecrvice 
Travel expenses 

Transportation of things (servire) 

Printing and binding (service) 

Advertising and publication of notice (service) 

Furnishing heat; light, water, and power (service) 

Kents (rentals) 

Kepairs(contractual services) 

Special and miscellaneous current expenses 

Depreciation 

Interest 

Pensions, retirement salaries, and annuities 
Grants, subsidies, and contributions 

Total Expense 

II. Outlays 

Equipment 

Land an>l interests in land 

(1) General Accounting Oflicc Bulletin No. 1, May 11,192iJ, 
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Structures and poniiancnt improvemeut to laud—including fixed 
equipment (contractual services) 

Stores purchased for resale 
PuMh* debt redemptions 

Investments (includes working capital funds) 

Jiepaymeiits of deposits 
Kefnnds, awrnals, mul indemnities 

Total Outlays 
Total Expendituhls 

It should be noted that, though desirable, there is not the same 
necessity for uniformity between governments as regards classifica¬ 
tion b> expenditure of objects as exists in the case of functions 
and activities. In the statement that has been reproduced, only 
the main heading of the classification have been given. Most clas¬ 
sifications provide for a subclassification that furnishes information 
regarding objects of expenditure in much greater detail. It is 
possible to carry the itemization to almost any extent so as io 
show, for example, expenditures for individual items, such as ink, 
lead pencils, etc. How far the itemization should go in practice, 
is a matter of expediency and the practical value of the detail 
data when secured. 

Relalicm of the Several Bases of Classifieation. In 
analyzing the expenditures of a government, any one of the bases 
described above may be used without reference to any of the 
others. Thus, separate statements may be prepared showing the 
expenditures of the government or any organization unit, classified 
by these several methods. But expenditure statements formed on only 
one basis of classification will furnish very incomplete information, 
and whichever basis of classification may be the primary, a 
second, and sometimes a third or fourth classification on other bases, 
will also be needed in order that the application of expenditures may 
be more definitely known. Thus, if the primary classification is by 
organization units, it will be desirable to analyze the expenditure 
for each unit by general character and objects, and also so far as 
practicable by functions and activities, in order to show fully the 
purposes to which and the manner in which the money was applied. 
The subsequent development of the analysis will depend largely on 
which basis is used as primary, and the order in which other bases 
of classification are applied. It is believed, however, that the 
most satisfactory results will be secured if the primary cla‘isificalion 
is by organization unit. For each such unit, expenditures may be 
further classified by character and object, by fund, and so far as 
practicable by function and activity. General statements can then be 
prepared for the larger organization units and for the government 
as a whole on each of the other bases of classifications 
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If information as to expenditures is made available on these 
several bases of classification, the operations of the government 
may be studied and planned from a number of dilfcrcnl viewpoints. 
It will be possible to delermine, not only the co-ts and needs of 
a particular service, subdivision ol a service, or group of /inch 
subdivisions, but also the several elements in this cost, or needs, 
in terms of activities performed or character and objects ol 
expenditure. By changing the ariangement, the costs and needs 
of particular activities or classes ol activities may be examined 
in relation to the services engaged in their perlormance, or total 
expenditures may be analyzed according to the ciiaractci o. 
object of expenditure, classified by services responsible for them. 
In short, the expenditures of the governnienl may advantageously 
be examined, consideiod. nd compared in accordance with any of 
these bases of classification. 

Ffntsiliility of Securing lliti DeUiiled Slaleniciitf* of K\peii< 
diturcs Suggested. Apprehension may be felt th->t desirable as 
is the detailed data above suggested from a theoretical standpoint, 
the attenipl to secure such information invohe. fo complicated a 
system ol bookkeeping and .so much work tiial a government is 
not warranted in making the effort. Ihis is not so. Under any 
accounting system, governments are compelled to keep accounts of 
experidiluies by funds and appropriation heads. Where appro¬ 
priations a’^e made by major orgariizaiion units, as they usually are 
the accounting offices find little difficulty in making an account 
of the expendilines of these appropriations by subordinate organi¬ 
zation units. The chief change in existing practice that i.s required 
IS the working out and use of a classification of expenditures by 
functions, character, and objects. It has already been pointed 
that a considerable number of stales and riranicipalitic,s and the 
national government have within recent years adopted and are now 
successfully using accounting .systems calling for information re¬ 
garding expenditures, classified according to character and objects. 
The revised accounting system for the operating .services of the 
national government, not being installed by the General Account¬ 
ing Office, calls for all this information. If it is feasible to secure 
such data in the case of so large an organization as the national 
government, no serious difficulty should be t?ncouatered in doing 
the same for the slates and their political subdivision.s.- 

Unil Coftltt. In addition to the financial data above described it 
is desirable to have information showing the relation of expendi¬ 
tures to work performed or results achieved. It i.s thus, of value 

2Tlifji. tills is fcasil)lc liMs alre.-Kty lK*eii deiiion.*?fitted Uy tJio iustai- 
lations niMclo in territorial and rnuiit.y nnd cdtv jnid eountv govern 
incuts of Hawaii I>y the Institute for (joveruincut Kesearoh. 



554 PRINCIPLES OF PUBLIC ADMINISTRATION 

to know, not only the expenditure for the construction of roads, 
but also the length of road constructed, and by a comparison of the 
two figures, the cost per unit of road built. It is desirable to know 
not only the total cost of maintaining institutions but also the cost 
per inmate cared for in such institution. It is to be presumed that 
the operating services will, when the nature of the work is of a 
character to render it desirable, maintain records of their opera¬ 
tions and work One of the reasons why detailed accounts should 
be kept of financial transactions is the basis that is thereby laid 
for the production of unit cost figures. Data regarding these unit 
costs, for the most part, find a place in the administrative reports 
of the operating services rather than in the financial accounts, 
strictly speaking. 



CHAPTER XLII 

OUTLINES OF ACCOUNTING PROCEDURE 

Allhough the present work makes no pretence of covering the 
field of accounting technique, it is nevertheless thought desirable 
that the student of politics and the general administrator, for whose 
use this study is intended, should have at least a general idea of 
the means employed in securing and presenting the data, which, it 
has been pointed out, should be available regarding the financial 
condition and operations of governments. 

Steps Required in Securing Financial Data. Analysis of the 
problem of securing financial data shows that three distinct steps 
or operations are required: (l)The execution of certain docu¬ 
ments giving the original record or evidence of transactions, effect¬ 
ing financial condition; (2) the recording in what are known as 
books of account of the data contained in such documents in such 
a way as will bring together under appropriate heads the record of 
all transactions of the same character so that their total results 
may be known; and (3) the presentation of these results in their 
proper relations and in relation to the undertaking as a whole in 
what are known as financial statements and reports. It will be seen 
that these three classes of records or documents, taken in their 
inverse order, support each other. The financial statements and 
reports constitute the final showings. These are supported by, and 
may be justified by reference to, the books of account, and the 
latter in turn are supported by, and may be justified by reference 
to, the individual documents giving the original record for evidence 
of the several transactions. 

Obvious as is this relationship when stated, it is worth describ¬ 
ing, since it serves to bring out the unity of the problem and the 
several features of the problem of organizing an accounting and 
reporting system upon which emphasis has already been laid. The 
first of these is that it is the duty of the directing and administer¬ 
ing authorities, as distinguished from the accountant, to determine 
the character of the information that is desired by them for admi¬ 
nistration and control purposes. This having been determined, it 
then becomes the duty of the technical accountant to determine the 
system of accounts and the procedure necessary for producing 
this information, and the scheme of original financial documents 
that will be required in order to secure the data required in the 
first instance. 
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Original Record Financial Documents. Although, as has been 
pointed out, the slarling point In the organization of a system of 
accounts is thai ol cl^'terrnining the final or summarized data re¬ 
quired, in ihe actual optMatimi of this sy.==lem, the first act to be 
pcrioimcd is ilr.it of ihe execution of the original documents giving 
the evidence of the several ti unsaclions which are used by the 
bookkceprri's '\i\ making the necessary entries in the books of ac- 
counls. Iluse ci.>canK'nts, it should be noted, have a number of 
functions lo pej i<r;n which should be carefully distinguished if 
the part {hey in accounting and administration is lo be recog¬ 
nized and ai^pveciatcd. 

In ihc first jiiacc they furnish the information essential for the 
opci alien oi an accocnling system. I hey should be of a char¬ 
acter, thert'lo.e, duil will give all the facts that are required in 
order tlial {lie accounts may furnish the data that it has been 
determined should be secured regarding financial operations. If 
for example, the document is one evidencing an expenditure, 
and it is desired to know total expenditures classified according 
to organi/.aiion units, aciivities, character, or objects, it must call 
for a recording of the transaction in such a way that these facts 
may be delernime i. As in the c-ise ol a. siaiislical inquiry no fact 
can be l)ion;dit out in ;.li? final pre.sealation lliat is n >i contained 
on l.iSe o. iginal schedu'e .>1 other document. 

Secondly, these doevrnents constitute the original or legal evi¬ 
dence ol the 1 1 in'saotions to which they relate. As has been pointed 
out, one ol the prime functions ol an accounlin.g system is io secure 
fidelity on fl.e pari ol all officer? having the handling of funds. 
The only wiv in which such officers can prove iheir fidelity is by 
the produclcm of cumciUs justifying their acts. The ordinary 
receipt, oi- \ oucliei, to u.se the more tcxhnical term, is the best 
illustration of a document furnishing evidence of this kind. 

Thirdly, they furnish the information needed in order to ensure 
that ail legal of oilier requirements that have been established as a 
means of ensuring control or of safeguarding the receipt and 
expendiluie of fund.; have been compiled with. As a general thing 
the officer charged w'lth the actual expenditure of cash is only 
authorized to make disbursements upon certain conditions or upon 
requirements being met. The most important of these usually is 
that the expenditure has been duly authorized by some superior 
officer. The procedure may be that the latter only acts upon a 
formal request emanating from some inferior officer. Whatever 
the requirements, it is a function of the original record document 
to show that these requirements have been met. 1 his is shown by 
the’iicrnu. jie of the authorizing officer to a certificate statement 
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appearing on the document itself or by supplemental documents 
referred to or attached to the document as supporting papers. It 
not infrequently happens, therefore, that a number of documents 
are required as original documents evidencing and justifying a 
transaction. 

1 hese documents, thus constitute the foundation upon which 
the whole accounting system must rest. Too great care cannot be 
taken in devising their form and the procedure to be followed in 
making use of them. The skill with which this phase of the pro¬ 
blem is worked out determines in no small degree the effective¬ 
ness of the safeguards to be thrown around financial acts and the 
economy and efficiency with which this class of administrative 
duties is performed. 

Expenditure Documents. It would be going beyond the scope 
of the present work to attempt anything like a detailed considera¬ 
tion of the nature and function of the many kinds of original 
record documents required in the administration of the financial 
affairs of a large undertaking. In view of the fact that, in the case 
of governments at least, interest centres chiefly in the control of 
expenditures, it is thought proper to indicate, by way of illustra¬ 
tion, some of the more important expenditure documents made 
use of, their general character, and the purposes served. 

To understand the nature of the documents required in order 
to secure a proper record of expenditure operations, it is necessary 
to appreciate, first of all, that this apparently simple operation 
includes, in fact, a number of distinct steps, and that the record 
must show that each of these steps has been taken in accordance 
with the laws or regulations that may have been adopted for the 
purpose of controlling this branch of administration. 

The first step leading to an expenditure is that of determining 
and making known the need for the service or thing to be secured. 
This step is manifestly one that must be taken by the person having 
responsibility for the utilization of the service or thing when 
secured. In a large undertaking this person is usually the head of 
some working division. The document through which he makes 
his wants known is usually designated as a “requisition.” In a 
small concern the head of a working division may go personally 
to the proprietor or general manager and state his needs. In one 
of any size, this is not feasible or desirable. In such an undertak¬ 
ing the person having responsibility for the authorization of 
hiring, purchasing, or contracting needs certain information re¬ 
garding past operations and present conditions in order to act 
intelligently. For control purposes he also needs a permanent 
record of the facts which induced him to act. A requisition should, 
thus, call for and furnish all the facts needed by the officer 
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acting upon it. These facts will vary according to circumstances. 
If the contemplated expenditure re’alcs to supplies, the requisi¬ 
tion may indicate not only the quantity, quality, and estimated 
cost of the articles desired but also the quantities previously 
purchased, on hand, etc. 

The next step consists of acting upon this request or requisi¬ 
tion; that is, authorizing the expenditure. This act is usually 
performed by some superior administrative officer. It is ossenliaL 
if ihe affairs of an undertaking are to be efficiently and econo¬ 
mically conducted, that this power to authorize the contracting of 
obligations shall be vested in a relatively few definitely determined, 
responsible officers. These officers may not themselves have first¬ 
hand knowledge of service or supply needs; nor need they them¬ 
selves attend to the letting of contracts or the making of purchases. 
Their function is that of approving and of taking final responsi¬ 
bility for administrative act. A well-devised requisition system 
enables them, however, to act with knowledge and, if need be, 
to hold subordinates responsible for the recommendations approved 
by them. 

Following the approval of the requisition, the next step is that 
of executing the necessary order for the purchase of the article 
or articles called for by the requisition. This document is known 
as a “purchase order,” It goes to the dealer from whom the ar¬ 
ticles are to be obtained. At this stage the process may be rendered 
more complicated by the requirement that competitive bids shall 
be called for and that the contract .«hall be awarded to the dealer 
offering the most favourable terms. In the case of most govern¬ 
ments the law or administralative regulations require this procedure 
in the purchase of articles, the total value of which exceeds a 
certain sum. When this requirement exists, provision is made for 
a certain procedure tliat must be followed in calling for bids and 
in making the award. Often, provision is made for a special 
board whose duty it is to pass upon bids submitted and determine 
to which bidder the contract shall be given. If this requirement 
exists, provision must be made for the execution of documents that 
will show that all legal requirements in relation thereto have been 
complied with. 

The next step consists of the receipt and checking up of the 
goods ordered. The dealer in forwarding the articles sends along 
with them or under separate enclosure, a document known as an 
“invoice,” The purpose of this document is to inform the purchaser 
of the goods sent, their quantity, and the price. In popular par¬ 
lance, thi.s paper is usually known as a bill. In imporlanl busi¬ 
ness transactions the invoice may, however, give more information 
than is ordinarily afforded by the bill that is render^ to an indivi- 
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dual. Il may describe the articles in greater detail, refer to the 
purchase order for purposes of identification, etc. Upon the receipt 
of the invoice and goods, it becomes the duly of some officer of 
the undertaking to verify its accuracy by checking it against the 
purchase order, to inspect the goods for the purpose of verifying 
their quantity, and quality, and to execute a certificate that they 
are satisfactory. 

Il Is only after the foregoing steps have been taken and docu¬ 
ments evidencing the fact have been executed, that the operation 
of expenditure proper is entered upon. The officer entrusted with 
the performance of this duly, the treasurer, disbursing officer, or 
paymaster, has as his first duty to see that all of these several steps 
have been duly taken. Ihis he does by the inspection of documents 
that have been described, which constitute what may be termed the 
papers in the case. Having done this, and having found everything 
satisfactory, he executes a document known as a “voucher.” This 
document follows and gives the information contained on the 
invoice, though in a more summarized form, the invoice being 
attached to it as a sub-voucher or supporting document. This 
voucher may also contain additional information, as for example, 
an indication of the organization unit, activity, or other head to 
which the expenditure is to be charged on the books of the under¬ 
taking. This voucher is sent to the dealer furnishing the goods 
to be signed by him as an acknowledgment of the receipt by 
him of the money sent in settlement of the claims to which the 
voucher refers. It is not necessary that there shall be a separate 
voucher for each invoice; one may cover any number of separate 
purchases and corresponding invoices. Sometimes the dealer is 
required to receipt and return the voucher before payment is made. 
In other cases the cheque in payment of it is sent along with the 
voucher. A practice that is now coming more and more into general 
use is that of making use of what is known as a “voucher check.” 
This consists of a cheque which contains a special section describ¬ 
ing the character of the claim to be settled by it and, thus, serving 
the purpose of a voucher. The undertaking issuing il receives it in 
due course when the bank returns to it all paid cheques as its 
account is periodically balanced. 

In the foregoing, no direct reference has been made to the ac¬ 
counting feature of expenditure transactions. Strictly speaking, 
the work of the accountant docs not begin until the receipt by him 
of the expenditure documents after they have been duly executed. 
Up to this point his only responsibility is that of seeing that the 
forms made use of are of a character that will enable him to keep 
the accounts that have been determined upon and that a proper 
procedure is followed in their use. If the accounting system is one 
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resting upon a cash basis only: that is. one that takes no account 
of accruals, the accountant’s work only begins with the receipt of 
the voucher, duly executed and accompanied by the necessary sup^ 
porting papers, or of the papers alone where, as is often the case 
the woik of preparing and sending out the voucher is made a part 
of his duties. It is his duly to satisfy himself that all requirements 
have been met. Having done so he draws his cheque in payment 
of the voucher or signs a warrant or other document, directing the 
issue of such cheque by the paymaster or the disbursement of cash. 
Following this, he makes from the voucher or from a retained copy 
of the voucher ihe necessary entries on his books of account, or 
turns over the papers to a bookkeeper, whose duty it is to make 
such entries. 

When use is made of an accrual accounting system, it is neces¬ 
sary that the accounting officer shall intervene at an earlier stage 
of the proceedings. The purpose of this system being that of re¬ 
cording liabilities as soon as they accrue, it is necessary that the 
accounting officer shall be furnished with a copy of every purchase 
order, since the execution or transmission of that document results 
in setting up a liability, thus encumbering the resources of the 
undertaking. Upon the receipt of a purchase order, the account¬ 
ing officer makes the proper entry upon his books. Later, when the 
receipted voucher is received, he makes the entry showing that 
this liability has been liquidated by payment and the encumbrance 
is discharged. 

In the foregoing no attempt has been made to enter into the 
details of procedure. All that has been sought has been to analyze 
this problem of administration for the purpose of showing its 
several elements. It is evident that several copies will have to be 
made of most of the documents described. The requisitioning 
officer, for example, will want to retain a copy of all requisitions 
sent forward by him. The approving officer may desire to do the 
same. One of the problems presented in working out a proper 
purchasing system is that of determining the number of separate 
documents required and the persons to whom such documents or 
copies of them should go. 

A point that it is wished especially to emphasize is that respon¬ 
sibility for the adoption of a proper system and its subsequent 
operation rests primarily upon the general administrator, though 
the advice of his accounting officer may prove of great value to 
him in meeting this responsibility. Furthermore, it is to be noted 
that the work involves the participation of a number of officers, 
the working director, who determines needs in the first instance 
and makes out and transmits the requisition; the general adminis¬ 
trator, who approves the requisition; the purchasing agent, whose 
duty it is to secure the articles called for; the inspection officer 
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whose duty it is to examine the goods when received, check them 
against the purchase order, and verify ihcir quantity and quality ; 
the disbursing officer or paymaster, whose duty it is to satisfy 
himself of the justice of the claim and that all legal or administra¬ 
tive requirements have been met and to make payment or order 
payment to be made; and the bookkeeper whose duty it is to re¬ 
cord the transactions in his books of account. It may seem that 
there is a lot of red tape or paper work to be gone through with 
in performing a comparatively simple operation. One of the pur¬ 
poses of this analysis, however, has been to show that no one of 
these steps can be di:‘pensed with if adequate safeguards are to be 
thrown around the expenditure of funds and each officer is to 
possess the information that he must have if he is efficiently to 
discharge the duties resting upon him. 

Payments for personal services in the form of salaries and wages 
constitute another important class of expenditures. Though the 
same principles should govern in determining the amounts due and 
the payment of the sum found to be due, a different set of docu¬ 
ments and procedure is required. In a large undertaking, such as, 
a government, it is desirable that personnel requirements, that is, 
the number and character of officers and employees needed, shall 
be determined with as great care as material needs. Furthermore, 
just as it is advantageous for a large concern to entrust to a special 
officer, usually known as a purchasing agent, the actual purchas¬ 
ing or letting of contracts for material objects such as material, 
supplies, equipment, etc., so it is found advantageous to entrust 
the woik of securing and of subsequently keeping the records of 
all employees to a special officer known in a government as an ap¬ 
pointing officer and in private undertakings by various designa¬ 
tions. The whole problem of recruiting, classifying, determining the 
compensation, promoting, directing, and controlling the attendance 
and other acts of employees constitutes one of the most important 
and difficult branches of administration and is elsewhere handled 
in the work. Here we are only concerned with procedure and the 
documents required in compensating them for their services. 

Here, as in the case of materials and supplies the first step 
consists in the determination by the officers in charge of working 
units of iheir needs of personnel. This is made known by a re¬ 
quisition, which is submitted to and passed upon by the head of 
the service or some superior administrative officer having authority 
to act for him. It then passes to the appointment officer, chief of 
the division of personnel, or other officer, whose duty it is to secure 
employees. In the case of many governments the civil service 
commission acts as a recruiting officer for many classes of person¬ 
nel. In such cases the appointment clerk must secure employees 
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through this agency. The next step consists in the formal appoint¬ 
ment of the persons selected and the designation of the compensa¬ 
tion they are to receive. The promoting, shifting and changing of 
compensation of existing personnel constitute acts analogous to 
that of appointment in the first instance. On the basis of the fore¬ 
going there is then prepared a register, list, or sec of cards of all 
persons employed giving for each such essential data as name, 
position, rate of compensation, dates of employments, promotions, 
transfers from one position to another, etc. 

The foregoing matter having been attended to, the next 
problem to be met is that of determining the extent lo which each 
employee renders the service for which he is employed and the cor¬ 
responding amount of compensation due to him for the period for 
which payments are to be made. This is often a matter of great 
difficulty. Various means are employed, such as checking in and 
out of employees, time clerks, work cards, reports of division 
heads, etc. Whatever the system, the important thing to be 
determined are the presence of the employee on and during all 
working days and the amount of compensation due. In effect, an 
attendance and compensation account must be maintained for 
each employee. Negatively, assurance must be had that no person 
figures as a claimant for compensation whose employment has 
not been duly authorized. The padding of payrolls with the names 
of persons who have never been employed or who, if employed, 
have rendered no service less than that for which compensation is 
demanded, has been a frequent source of fraud and especially so 
in government undertakings. Such fraud can only be prevented 
in an undertaking of any considerable size by an observance of 
a procedure substantially conforming to the one that has been out¬ 
lined. This procedure may be deemed to be an essential part of 
the system for the control of this class of expenditure. 

In all undertakings compensation is paid at fixed intervals of 
time, usually weekly, biweekly, on monthly. The first step toward 
making such payment consists in the preparation of a payroll. 
This is a document listing all persons entitled lo compensation 
and the amounts of compensation due to them for the period to 
which it relates. This document in a large undertaking is usually 
prepared by the appointment officer from data contained in his 
records of appointments, promotions, transfers, etc., and reports 
made to him by heads of working divisions or other officers re¬ 
garding attendance, work performed, etc. Its accuracy should be 
certified by him as being in accordance with his records and re¬ 
ports made to him. The next step consists of the signing of this 
payroll by the superior administrative officer as an evidence that 
the making of the payments called for are authorizad by him. 
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The document then passes to the disbursing officer or paymastei 
who on the strength of this authorization makes the payment. The 
payroll is, thus, in effect a voucher. Evidence of the receipt of 
the money by the persons listed is secured by their signing the 
payroll or, when payment is made by cheque itself as returned 
through the bank making payment. The payroll can be so con» 
structed as to afford information for accounting purposes other 
than that of the payment of cash. It may show the employees, 
grouped according to organization units, according to different 
classes of activities, etc. A distribution of the expenditures from 
these standpoints may be made directly from the payrolls by mak¬ 
ing the proper entries under corresponding accounting heads. 
When more detailed data is required, it may be necessary to instal 
a so-called cost-keeping system or resort to other means of assign¬ 
ing personal service expenditures to particular heads. 

In the foregoing a description has been given of the general 
nature of documents and procedure required in handling two of 
the more important classes of expenditures. As has been stated 
this description has been given merely by way of illustration for 
the purpose of bringing out the importance of oiiginal record docu¬ 
ments as the essential foundation upon which any accounting sys¬ 
tem must rest. Accounting, strictly construed, will not of itself 
either control the expenditure of moneys improperly or furnish 
information needed for administrative purposes. The major safe¬ 
guards must be taken in respect to the execution of the original 
record documents. If these are adequate and the documents furnish 
all needed information, the work of recording and summarizing 
the facts can be reduced almost to the mechanical operation known 
as bookkeeping. 

Recording of Financial Data. The second step involved in 
securing financial data consists of according the detailed data con¬ 
tained in original documents in such a way that the general results 
of these individual operations may be seen. This work is performed 
by the chief accounting officer and his staff, use for this purpose 
being made of what are known as “books of account.” These 
books are of various kinds, such as cash books, journals, ledgers, 
etc. Of these the last named is, from the standpoint of the admi¬ 
nistrator at least, the more important, since it is in this book that 
an “account” is opened with each subject concerning which it is 
desirable to have information. For example, in the appropriation 
ledger of a government, an account is opened with each appropria¬ 
tion head, which is credited with the total appropriation made for 
the purpose indicated and debited from time to time with the 
authorized encumbrances or payments chargeable against such 
appropriation. In like manner, separate accounts must be opened 
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up in the ledger with each organization unit, activity, object of 
expenditure, etc., concerning the cost of which it is desired to 
have information. 

It is manifest from the foregoing that the datum contained in 
an orginal document, such as a voucher, will have to be entered in 
a number of different places in the ledger as it effects a fund, an 
appropriation head, an organization unit, activity, etc. The opera¬ 
tion of making these entries is known as “posting” or “posting to 
the ledger.” 

Preparation of Financial Statements. The third step consists 
in drawing off from the books of account, and particularly the 
ledgers, the summarized data and presenting them in the form of 
statements giving the information furnished by them. The more 
important of these statements, the balance sheet and its supporting 
schedules, and the statement of operations and its supporting 
schedules have already been described and their general character 
and purpose made known. 

Co8t Accounting. .A system of general accounts, if properly 
devised as suggested in the foregoing chapters, will furnish a large 
amount of information regarding what is known as “costs.” It will 
reveal the cost of maintaining and operating the several organiza¬ 
tion units of a government or service, the cost of performing the 
separate functions or activities engaged in, the cost of the different 
objects or classes of objects of expenditures, etc. In the case of 
most government services all, or practically all, of the information 
that it is essenlial to have can be secured from the general books 
of accounts and financial statements. There are some cases, how¬ 
ever, where it is desirable to have a somewhat more detailed analy¬ 
sis of costs, as, for example, the cost of performing the several 
operations involved in the execution of an activity of a particular 
job. When such information is desired provision has to be made 
for a special cost keeping system, similar to the systems employed 
in private undertakings for gain. One method of obtaining such 
costs is that of “ticketing” each job and requiring each person 
rendering service in connection with it to report his time expended 
on it and of keeping an account of all materials'^used in connec¬ 
tion therewith. 

DiBtinctioii Between Direct and Indirect Co8t. It would be 
manifestly out of place to attempt here any consideration of the 
problem of cost accounting. Mention may, however, be made of 
one factor, since it enters into that of determining cost through the 
general as well as a special cost-keeping system. This is the dis¬ 
tinction between what is known as direct and indirect Tost. Both 
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in a general accounting system and in a special cost accounting 
system, there are many expenses which are of a general character 
in that they relate to the operation of the enterprise as a whole 
rather than to a particular organization unit or activity. Among 
such general expenses the most important are those for general 
administration and the maintenance and operation of plant. These 
expenses constitute what are known as “general,” “indirect,” or 
“overhead,” Those that can be directly charged to an organization 
unit or activity constitute “direct” costs. The figures produced 
by a general accounting system or a special cost^keeping system 
show, in the first instance, direct costs only. If it is desired to know 
the total cost, indirect as well as direct, of an organization unit, 
activity, or job, this can be obtained by allocating the indirect, 
or overhead, cost to the organization units, activities, or jobs ac¬ 
cording to some formula, such as the proportion that the direct 
cost of each unit bears to the total direct cost of all units. 
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CHAPTER XLIII 

LEGISLATIVE CONTROL OF FINANCES: AUDIT 

The dominant fact in administering the financial affairs of a 
government is that the legislative branch is the repository, in the 
first instance, of all authority in respect to the raising and expend¬ 
ing of public funds. It is the body which determines what money 
shall be raised and. in general terms, at least, how this money shall 
be expended. Administrative officers having the duty of collecting, 
safeguarding, and disbursing this money are but the agents of the 
legislature for putting into eflecl its decisions. As the principal, 
it is the duty of the legislature to see that its agents perform their 
duties satisfactorily. This means that it must provide itself with 
some means by which it may currently supervise the operations 
of its agents and systematically review their acts, to the end that 
it may know how they have discharged the duties imposed upon 
them and. if necessary, hold them to accountability for any loss 
resulting from their misconduct or mismanagement of affairs. 

Evolution of Financial Control in England. Patent as this 
duty on the part of the legislature must be, it is one which has been 
definitely esl^bli^:hed only within comparatively recent years. “It 
is a remarkable fact that, though the idea of supreme control over 
the public purse by the House of Commons was early established 
as one of the fundamenlal principles of the British constitutional 
sj'stem, no means for making this control really eifrclive were put 
into execution until the nineteenth century. Tlie fact is that it 
was not until this late dale that the expression ‘control of the 
public purse* came to have the meaning that it now has. During all 
the eailier period when Parliament was seeking to exert its power 
over the Crown in respect to financial matters it had in view, 
not the direction how public money shall be spent, but the limita¬ 
tion of the total amount that the Crown might demand of the people 
in the way of taxation for governmental purposes. Control at this 
lime meant a control over revenues and receipts rather than the 
expenditure side of governmental operations. The chief solicitude 
of Parliament was the protection of the taxpayer. It hardly had 
the conception of taking to itself the determination of the manner 
in which funds, the raising of which was once authoiized, should 
be expended. Discretion in respect to the expenditure of funds 
was recognized as a prerogative of the Crown. It was the duly 
of the Crown to adrnini: let the affairs of the counlryT Anything 
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approaching ihc modern praclices of slating in detail how money 
granted for the support of the govern moat should be spent would 
have been looked upon as an unwarranted intrusion of the legisla¬ 
tive branch into the executive branch of the government Only 
gradually* step by step, has this'principle been modified and the 
present practice established.”^ 

In securing the present complete control by Parliament over 
expenditures as well as receipts certain things liad to be done. 
These were: the dc ignalion by Parliament of the purposes for 
which moneys authorized to be raised by the Crown through taxa¬ 
tion or otherwise should be spent; the sepaiaiion of the revenues 
of the government from those of the private purse of the King; 
the requirement that all of the revenues of the government should 
be covered into a central treasury, from which no money should 
issue except upon express authorization of Parliament; the provi¬ 
sion of means through which actual treasury receipts and issues 
might be controlled; the requirement that all administrative officers 
charged with the duly of collecting, having the custody of, or dis¬ 
bursing public funds should keep an accurate record of all moneys 
coming into, or passing through, their hands and make a sys¬ 
tematic report of all such transactions; the requirement that such 
accounts and reports shall be subjected to a careful examination 
by an officer or officers, acting as the direct agent of. and reporting 
to, the legislature, for the purpose of verifying their accuracy, 
seeing that all legal requirements have been complied with, and of 
determining the judgment and economy with which expenditures 
were made and finally, the consideration by the legislature itsell^ 
of the information thus developed with a view to correcting such 
abuses as may have occurred and of taking the action required in 
order to enforce due accountability on the part of all officers 
charged with the handling of public funds. 

All of these several steps in perfecting the system of legislative 
control over the raising and utilization of public funds have been 
taken by the British government, though as slated, many were not 
finally prefected until well into the nineteenth century. The general 
practice of designating the purposes far which moneys authorized 
to be raised by the Crown through taxation should be devoted, 
dales from the Revolution of liiSS and is, thus, coincident with the 
establishment of parlimenlary government in its modern sense in 
England. At the outset this designation was in the most general 
terms, as, for example, the prosecution of the war with Holland. 
For a long time little attempt was made to specify the use that 
should be made of parliamentary grants in any detail. Until 1798 

iQuoted from the nutlior’s work, The Sy.sUMU of Finniiciril Adininia- 
tration of Groit Britain, pp. 26-27. 
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there was but a single vole or appropriation for the whole of the 
navy and it was not until well into the nineteenth century that 
funds were appropriated with any considerable degree of parti- 
cularity. The separation of the King's privy purse from the public 
treasury was accomplished during the reign of William IlL through 
the establishment of the principle of the ‘‘Civil List"; that is, a 
grant of funds of a specified amount for the personal use of the 
King, and the requirement that all revenue pertaining to the govern¬ 
ment should be deemed to be public revenue. The requirement that 
all of the revenues of the government should be covered into the 
treasury and that all government expenditures should be met by 
drafts upon the treasury, was met by the establishment of what is 
known as the Consolidated F"und in 1787. Provision for the current 
control of treasury receipts and issues was not finally perfected 
until 1834, when the whole system of financial administration of 
Great Britain was thoroughly overhauled. Among the changes then 
made was that providing for the creation of the new office of 
“Comptroller General of the Receipt and Issue of Her Majesty’s 
Exchequer," to which officer was transferred the duty of seeing 
that no money ihould issue from the Exchequer except in pursu¬ 
ance of an appropriation formally made by Parliament. The estab¬ 
lishment of anything like a satisfactory system of public accounts 
and of the examination or audit of those accounts by an officer in¬ 
dependent of the spending services and reporting directly to 
Parliament, dates only from 1866, and was secured by the passage 
of the famous “Exchequer and Audit Departments Act, 1866," 
and the establishment by the House of Commons in 1861 of a 
#£tanding Committee on Public Accounts, whose duty it is to review 
the financial operations of the government for the purpose of 
informing Parliament of the manner in which its administrative 
agents had performed their duties in respect to the collection, 
safeguarding and expending of the public revenues. 

Eetablishment of Financial Control in the United States. 
The steps by which the British Government finally perfected the 
means of making parliamentary control over financial operations 
a reality, have been reviewed both as a matter of interest in itself 
and as constituting an effective way of showing the elements in¬ 
volved in meeting this problem of control. When our government 
was establi!>hed in 1789 the principle that the legislative branch 
should be the exclusive fund-raising and fund-granting authority 
was definitely established in England. This principle was incor¬ 
porated in our constitutional system by the provisions of the con¬ 
stitution vesting in Congress the power “to lay and collect taxes, 
duties, imposts and excises" and “to borrow money on the credit 
pf the United States," and providing that “no moneJT shall 
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drawn from the treasury but in consequence of appropriations 
made by law.” The Constitution also, by inference at least, pro¬ 
vided for the keeping of accurate accounts showing receipts and 
disbursements, by the provision that regular statement and 
account of the receipts and expenditures of all public money shall 
be published from time to time.*’ These provisions of the Constitu¬ 
tion were made effective and further provision for securing cong¬ 
ressional control over financial operations was made by the act 
of September 2, 1789, establishing the Treasury Department. 
Among the provisions of this act were those calling for the creation 
of the office of Comptroller, whose duly it should be to control trea¬ 
sury receipts and issues and the office of Auditor, whose duty it 
should be to examine or audit all public accounts. The system 
thus inaugurated underwent various modifications from time to 
time, the most important being those effected by the so-called 
Dockery Act of 1894. This act, which was passed as the result of a 
detailed examination of the whole accounting system of the govern¬ 
ment by a special commission provided for the examination and audit 
of all accounts of the government by six Auditors for the depart¬ 
ments located in the Treasury Department and a Comptroller of 
the Treasury who had superior authority in respect to the con¬ 
struing of appropriation acts and the determination of the final 
settlement of claims. 

This system, from the administrative and control standpoint, had 
two radical defects: (1) Responsibility for the audit of accounts 
was diffused among seven officers, since the six Auditors for the 
departments were not administrative subordinates of the Comp¬ 
troller of the Treasury, though bound to follow his rulings in 
respect to the settlement of claims; and (2) all seven of these 
auditing officers, as officers of the Treasury Department, holding 
office through appointment by the President of the United States 
and subject to dismissal by him at any time, were officers of the 
administrative instead of the legislative branch of the government. 
They were, thus, in the anomalous position of being officers of the 
organization whose operations it was their duly to examine into 
and control, and subject to the influence, if not the direct order, 
of the head of such organization. Though it was recognized that 
the functions of the Comptroller of the Treasury were of a quasi¬ 
judicial character and that it was desirable that as a general 
proposition he should exercise his functions free from outside 
direction, the situation was one where he was a subordinate of the 
Secretary of the Treasury and through that officer of the President 
of the United States, at whose will he held office. There was, thus, 
always present the possibility that these officers might make known 
to the Comptroller their will in respect to the construction of law 
as authorizing or not, certain classes of claims. And there was 



570 


PRINCIPLES OF PUBLIC ADMINISTRAHON 


always the knowledge on the part of the Comptroller that if his 
action ran too strongly counter to the wishes of the Secretary of 
the Treasury, and particularly the President, he incurred the risk 
of being removed from office. The fact that the President can 
enforce compliance with his wishes through the exercise of his 
powers of dismissal, where he does not have legal authority to 
order the action to be taken is illustrated by the dismissal by Pre¬ 
sident Jackson of his Secretary of the Treasury, who refused to 
meet his wlrhes in respect to the removal of public deposits from 
the Bank of ihe United States. It is a matter of common report 
that a later President threatened similar action in the case of the 
officer now under consideration. To quote from a carefully pre¬ 
pared statement of James M. Deck, then holding the office of 
Solicitor General of the United States:^ 

I i\m told that diiviug the first administralion oi* Presi¬ 
dent Oievelandj when Mr. Garland was Attorney General, 
the officer who exercised the powers ai:torvvards conferred 
upon the Oomptro!ler of the Treasury, declined to follow an 
opinion of the Attorney General, Mr. Garland hrought the 
matter to attention of the President, who summoned 
the officer and* told him, in substance, that the Attorney 
General \vas the Icg-al adviser of the President, and Diat if 
the Compti oller was nuwilliiig to be guided by liis advice 
his rcsigiiaiioii would be at once accepted. AftcM* that 
interview the Comptroller saw the matter in a different 
light. 

Even if the Comptroller of the Treasury and the Auditors were 
not interfered with in the performance of their technical duties 
of settling claims, they were, nevertheless, in a position where they 
could not fearlessly criticize the administration in respect to the 
manner in which financial affairs were bcin:> administered; a duty 
which, as will shortly be shown, should constitute one of the most 
important functions of an auditing officer. 

These two defects were corrected by the Budget and Account¬ 
ing Act, 1921. This act, in addition to providing for a scientific bud¬ 
get system, provided for the abolition of these officers in the Trea¬ 
sury Department and the vesting of all of their duties in a single 
General Accounting Office, to be presided over by a Comptroller 
Genera], which office, the act declared ^‘shall be independent of the 
executive departments,” and the Comptroller General should exer¬ 
cise his powers and duties ^*without direction from any other offi¬ 
cer.” To make the independence of the Comptroller General effec- 

^Statement of James M. Beck, Solicitor General, at a Hearing of 
Committee on the Judiciary of the House of Bepresentatives with rc- 
fercMicc to two hills regardniff the Authority of the Comptroller General, 
May, 27, 1924, 
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live, the act provides that though he and the Assistant Comptroller 
General shall be appointed by the President, by and with the con¬ 
sent and approval of the Senate, they may not be removed except by 
a joint resolution of Congress, and then only for cause. The result 
of this act was not only to consolidate the function of the audit 
of accounts in the hands of a single officer but also to make this 
officer independent of the executive branch and directly responsible 
to the legislature. Under the new system, accounts are now audited 
and settled, as they should be, by a representative of the branch 
that raises and grants the funds instead of by one representing and 
responsible to the branch having the expenditure of such funds.^ 

The principle of having the function of the examination and 
audit of accounts vested in an officer who is independent of the 
executive and directly responsible to the legislative branch or the 
people, is the one that is generally, if not invariably, adopted by 
the slates and at least the larger cities. In New Jersey, Tennessee, 
and Virginia the auditor is elected by the joint vote of the two 
houses of the legislature. In all other stales he is elected by the 
people."^ The model slate constitution drafted under the auspices 
of the National Municipal League, to which reference has repeat¬ 
edly been made, provides that this officer shall be elected by a 
majority vote of all of the members of the legislature and hold 
office at its pleasure, and that his reports shall be made to the 
legislature. 

Functions of the Auditor. In the foregoing attention has been 
directed to the sole point of the legal status of the officer entrusted 
with audit of accounts. There remains for consideration a more 

‘Jin view of llie (lesivo and Intent of Congress tLnt tlic Gonerf!] 
Aceeunting OlTu'O should bo Jin agency iiiclcpondciit of the executive and 
direct y resi)onsil>le to it, it would have seemed logic.a] that its head 
should have been selected by Congress in some manner. To this method of 
selection there were, liowever, two ohjcciknis. The ii.sl was that objec¬ 
tion might be raised on constitutional grounds to the attempt by Cong¬ 
ress to exercise the power of appointment of an ofliccr of this chiiractcr 
and that whether this objection was valid or not^ a iirovisioii for the 
appointment by Congress of the Comptroller General and Assistant 
Comptroller General would be sure to give rise to discussion and might 
jeopardise the success of the bill. The second was tliat there was doiibt 
■IS to whether the action of one Congress coiiJd be made binding upon 
another, with the consecjuence that if the Comptroller General and 
Assistant Comptroller General were ai>pointcd by Congress, llieir ejfcc- 
tivo tenure of oHice might be limited to two years and the danger thus 
incurred of making the selection of this olTicer one subject to partisan 
political influence, a result which all were agreed would be exceedingly 
unfortunate. It was accordingly decided to vest the appointment 
of these officers in the President, but to give to them a tenure of 
office analogous to that of federal judges in the sense that they were 
not removable by the President. 

4W. F. Dodd, State O^vernmeni, 102‘J, p. 238, 
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particular description of the functions of this olSEcer and the 
attitude that should be taken by him in performing his duties. 
Examination of these questions shows that if the auditor is fully 
to discharge the responsibilities that should be his, he must do the 
following things: 

1. Control treasury receipts and issues. 

2. Settle and adjust claims against the government. 

3. Settle and adjust claims due the government. 

4. Control the system of accounting and reporting and keep and 

render the gen ral accounts of the government. 

5. Serve as a general agency for the exercise of legislative control 

over the administration. 

Control of Treasury Receipts and Issues. As has been 
pointed out, provision is made in all governments for an officer, 
known as the treasurer, whose duty it is to receive and have the 
custody of public funds. This officer is usually nothing more than 
a custodian of the funds with the duty of seeing that no funds com¬ 
ing into his possession issue therefrom except in pursuance of a 
proper order. As custodian it is his duty to keep an accurate record 
of all moneys coming into his possession and all moneys released 
by him in accordance with orders properly given to him. In respect 
to the issue of money from the treasury his responsibility is merely 
that of a paying teller in a bank ^ that* namely, of honouring re¬ 
quisitions in proper form and emanating from persons having the 
right to issue such orders. With the purposes for which the money 
is requisitioned and with its subsequent use and accounting there¬ 
for, he has no concern or responsibility. Though the physical 
custody of public funds is in the hands of an executive officer 
known as treasurer, the legal custody of such funds may be said 
to rest in the legislature, since no use can be made of such funds 
except upon the order of the latter. In administering this system 
a formal procedure is required by which moneys collected by 
government officers shall be formally **covered*’ into the treasury, 
to the end that a record shall be had of moneys coming into the 
possession of the treasurer, for the due accounting of which he can 
be held responsible; and a formal method is required for directing 
the treasurer to permit issues from the treasury. The system em¬ 
ployed by the United States Government, as has been described 
is that of ordering moneys to be covered into and to issue from the 
treasury through the use of what are known as **treasury war¬ 
rants.” 

These warrants are all executed and signed by the Secretary of 
the Treasury, who thus acts as the requisitioning authority, but 
they are not valid until countersigned by the Comptroller General. 
The result is that (he Comptroller General is the agent Vf Congress, 
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having the duty of seeing that all moneys thab should be deposited 
with the Treasurer are so deposited and that no money issues from 
the treasury except in pursuance of law, that is, in pursuance of 
an appropriation by ^Congress. He is, thus, the comptroller of trea¬ 
sury receipts and issues. 

This function of controlling treasury receipts and issues is quite 
distinct from that of settling claims and auditing accounts hereafter 
described. If all disbursements were made directly from the trea¬ 
sury through settlement warrants there would be no such ||i$tinction. 
In fact, the great bulk of disbursements in the payment of claims 
is made by so-called disbursing officers within the several services, 
who obtain their funds through accountable warrants and must 
account for the disbursement of the funds so "placed at the;ir 
disposition. The distinction between the controlling of treasury 
receipts and issues and the audit of accounts is brought out in the 
title given to the British officer occupying the posiiion analogous 
to that of Comptroller General of the United States, his full title 
being “ Comptroller and Auditor General.” 

Settlement and Adjustment of Claims Against the Govern¬ 
ment. Control over treasury receipts and issues represents but 
the first step in seeing that the financial affairs of a government 
are faithfully and properly conducted. In conjunction with this, 
steps must be taken to ensure that all moneys due the government 
are actually collected and offered for covery into the treasury and 
that all moneys issuing from the treasury are, in fact, applied only 
to the meeting of expenditures legally incurred. The taking of 
these steps is known as the settlement and adjustment of claims 
due to the government or payable to it. Each of these operations 
presents special problems and should, therefore, receive separate 
consideration. Examination will first be made of the problem of 
settling and adjusting claims payable by the government. 

Thus function of the auditor to settle and adjust all claims is 
commonly referred to as the function of auditing disbursements. 
This is only in a very restricted or qualified sense. Though the 
work done by the auditor in examining and passing upon the ac¬ 
counts of disbursements by the disbursing officers is of the same 
character as that of conducting an audit, the purpose of the exami¬ 
nation and the results that may follow from its findings are quite 
different. The function of settling and adjusting claims is one 
thing, that of determining whether the settlements when made were 
properly made and in accordance with all legal requirements is 
quite another. Only the latter operation can be strictly spoken of 
as an audit. 

To state this in another way, an audit has nothing to do with 
the operation of determining in the first instance whether a claim 

T3 
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should or should not be paid. Its purpose is merely to determine 
by a subsequent examination whether the settlements arrived at 
were proper, and, if it discloses the fact that settlements were im¬ 
properly made, to call attention to that fact. With such report, 
its responsibilities end. It may be said that the description here 
given of an audit applies only to what is known as a “post-audit” 
system, and that the system of examination of accounts by the 
auditor is that of what is known as a “pre-audit.” This, however, 
is not so. The operation of liquidating obligations involves three 
distinct operations: (J) The settlement and adjustment of the 
claims representing the obligations; (2) the payment of the claims 
as thus determined to be just and due; and (1^) the audit of the 
accounts recording these transactions for the purpose of deteimin- 
ing, by means of an independent examination, whether the action 
taken was correct and proper. A “post-audit” system is one where 
the audit is made subsequent to the second operation, that is, the 
payment of money in satisfaction of the claim. A “pre-audit' 
system is one where the audit is made after the first operation, that' 
is, after the settlement and adjustment of the claims, but before 
their payment. In neither case does the audit involve the exercise 
of authority in the way of authorizing the settlement and adjust¬ 
ment of claims in the first instance. It will be seen from this des¬ 
cription of the nature of an audit that the function of the auditor 
to settle and adjust all claims against the government is quite dis¬ 
tinct from that of an audit, except as it may be said that this office 
in performing that function ipso facto audits the accounts: that 
the system is one where the first and third of the three operations 
involved in liquidating obligations are performed at the same lime 
and by operation. 

Care has been taken to distinguish between these two operations 
of settling and adjusting claims and the audit of such settlements, 
since there is a sharp division of opinion among students of public 
administration as to whether the present system under which claims 
against the government are, not merely audited, but settled and 
adjusted as well, by an officer who is independent of the adminis¬ 
trative branch is the correct one. Few, it is believed, will question 
the desirability of the agency having the audit of disbursements 
being independent of the organization responsible for making 
such disbursements. There are many, however, who maintain that 
the settlement and adjustment of claims is a purely executive func¬ 
tion, and should be performed by those executive officers who are 
responsible for the incurring of the obligation checked and con¬ 
trolled as may be needed by some other superior administrative 
authority. This, they maintain, is not only in accordance with 
correct theories regarding the separation of powers but also con¬ 
forms to the requirement? of efficient administration Ihd represents 
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the practice in all private undertakings. If persons holding to this 
opinion could have their way, there would be a complete divorce 
between the operations of settling, adjusting, and paying claims 
on the one hand and the audit of these operations on the other. 
The first would be performed by officers of the administrative 
branch and the latter by the auditor as the representative of the 
leglsallure which granted the funds and set forth the conditions to 
be observed in their expenditure. 

As regards the claim that the existing system does violence to 
the principle of the separation of powers, it must be borne in mind 
that the separation of powers as set up in our Constitution is one 
between legislative, the judicial and the executive powers and, as 
has been pointed out in the consideration of the legislature as a 
board of directors, the executive power does not comprehend the 
administrative power. It is the legislative branch that determines 
what administrative activities shall be engaged in, what instrumen¬ 
talities shall be set up for the perforirance of such activities, what 
rules of procedure or conditions shall govern the administrative 
services in performing their duties, what funds shall be placed at 
their disposition for meeting their necessary expenses, and under 
what conditions those funds shall be expended and accounted for. 
In all this the relations between the legislature and the adminis¬ 
trative services are direct, except as it may desire to treat the chief 
executive as one of its administrative agencies. 

It follows logically from the foregoing that the contention that 
the settlement and adjustment of claims represents the exercise of 
an executive power and that the agency having the duty of making 
the settlement and adjustment of claims should, therefore, be an 
executive agency, is unsound, and is made only because those hold¬ 
ing to this contention have failed to observe the distinction between 
executive and administrative power is the legislature. 

It is one thing, however, to hold that the existing system is in 
conformity with our political system and quite another to hold that 
this system is the most desirable one from the standpoint of efficient 
administration. There are those who oppose the present system on 
the ground that it is not in the interest of good administration. 
They see an evil in a system where the services having responsibi¬ 
lity for the administration of the law and to that end of contract¬ 
ing obligations shall not have the responsibility for the settling of 
these obligations. 

In considering this practical aspect of the problem it is necessary 
to distinguish between the two grades of administrative authority 
and responsibility; that which is immediate and that which is 
ultimate or final. At best administrative services are but agen- 



576 


PRINCIPLES OF PUBLIC ADMINISTRATION 


cies of the legislature. The authority they exercise is delegated 
authority. In creating them and in granting to them certain powers 
the legislature does not divest itself of responsibility for the manner 
in which those duties arc performed. While immediate responsi* 
bility rests with the administrative services, ultimate or final respon¬ 
sibility rests with the legislature. On behalf of the present system 
it may be said that there is an element of danger in permitting 
the service that incurred an obligation to pass upon its own acts 
in the settlement and adjustment of such obligations and that far 
greater care will be exercised by those having responsibility for the 
incurring of obligations if they know that the manner in which 
they exercise this responsibility will be subjected to the control of 
an independent agency acting for their superior, the legislature. 

In conclusion, either of the two systems, that w^here claims are 
settled and adjusted by an administration officer and subsequently 
audited by an officer independent of that branch and that where 
claims are settled and adjusted and audited by the same operation 
by an officer representing the legislature of the people, will work. 
The writer can only say that his opinion is suppoited by the 
practice generally followed by our political bodies. 

Scope of Duties of the Auditor in Settling and Adjusting 
Claims Against the Government. The distinction between the 
settlement and adjustment of claims and their audit is but one of 
the important questions presented by this branch of financial ad¬ 
ministration. Another important question is that of the scope of 
'he powers or duties of the officer having this function of settling 
and adjusting claims. 

Provisions of permanent statute law impose on the heads of 
departments and services the performance of certain duties and 
vest in them, in many cases, large discretionary power in respect 
to the framing of rules and regulations having for their purpose 
to put these laws into effect and in taking action upon specific 
cases arising under these laws and regulations. With rare excep¬ 
tions, money is required and is voted for the support of the ser¬ 
vices entrusted with the administration of the law and the perfor¬ 
mance of the work authorized or directed. The action taken by 
the heads of the departments and services in the framing of these 
rules and regulations and in acting upon specific cases, determines 
in many instances the circumstances under which claims for pay¬ 
ments by the government will arise and the amounts of payments 
that shall be made. In not a few cases there may be a question 
whether the heads of the departments or services have properly 
interpreted the statute, whether the rules and regulations issued by 
them are in conformity with the law, or the action taken by them 
in specific cases is in conformity with the law or rule§^and regula* 
tions framed for putting such law into effiect. 
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There can be no doubl that in cases such as these it is the duly 
of the executive officer in the first place to construe the law and 
determine his powers and duties under it, and, if he has doubt in 
respect to the matter to secure the opinion of the Attorney 
General. Having done this, the question is then presented as to 
whether this decision, whether supported or not by an opinion of 
the Attorney General, is binding upon the auditor in settling ac¬ 
counts arising under the administration of the law, or whether his 
duty of seeing that no payment of money is made except in strict 
conformity with law requires that he shall determine for himself 
whether the action of the executive officer which has as its result 
claims for the payment of money, was correct. 

It is manifest that two positions can be taken in respect to this 
matter. The one is that the determination of the law is the duty 
of the officer having the administration of the law, assisted, if need 
be, by the advice of the Attorney General, and that the duty of the 
auditor is restricted to seeing that no improper payments are made 
in administering the law so construed. The other is that the 
auditor, in the performance of his duty of protecting the treasury 
and seeing that no payments not authorized by law are made, must 
himself construe the law, and that if he believes that a payment 
is most justified by the law, as so interpreted by him, it is his duty 
to prevent such payment being made and, if made, that reimburse¬ 
ment of the payment is enforced. Strong arguments can be adduced 
in support of both of these positions. 

In support of the first the claim can be made that it is the intent 
of the legislature and in conformity with correct principles of 
public administration, that responsibility for the application of law 
should reside with the administrative officer charged with its en¬ 
forcement and that to sanction the right of the auditor to review 
and reverse administrative action would mean that, in many matters 
of great importance, that officer and^not the head of the department 
or service, would exercise supreme administrative authority. 

In support of the second, it may be urged that the whole purpose 
of providing for an independent audit of accounts and the deter¬ 
mination by such independent agency of what claims shall be paid, 
is that of providing for a check upon administrative officers; that 
the actual payment of a particular claim is of secondary importance 
to that of determining the validity of the administrative action 
which gave rise to such claim; that if the auditor is estopped from 
considering the validity of such action the door is thrown open to an 
abuse or unwise exercise of administrative authority that will entail 
illegitimate demands upon the treasury which may amount to many 
thousands or even millions of dollars. 
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This issue is one not merely of theoretical interest. In the case 
of the national government, at least, it has given rise to contro¬ 
versies which have seriously interfered with the due conduct of 
public affairs. An account of some of the more important of these 
disputes, with a statement of the position taken upon them by the 
Comptroller General and the Attorney General, will serve to 
convey a better idea of the nature and importance of the issue 
than can be obtained from any general statement. 

On September 7, 191 (i, Congress passed what is known as the 
Employees’ Compensation Act providing for the compensation of 
federal employees receiving “personal injuries^* while in the per¬ 
formance of their duties and entrusted the administration of this 
act to a body known as the Employees’ Compensation Commission. 
The question arose as to whether this act covered “occupational 
diseases” as well as personal injuries resulting from accidents, 
strictly speaking. The Commission, through the president, re¬ 
quested the opinion of the Attorney General on this matter. The 
latter, in an opinion comprehensively reviewing the history of em¬ 
ployees’ compensation and federal law applicable thereto, held 
that the interpretation of the act by the Commission was correct. 
This opinion, the Comptroller General refused to follow. 

To relieve the situation. Congress was appealed to, and on June 
5, 1924, passed an amendatory act providing definitely that “the 
term ‘injury* includes, in addition to injury by accident, any disease 
proximately caused by the employment.” 

Another difference arising between the General Accounting 
Office and the administrative service had to do. not with the settle¬ 
ment of specific claims or the construing of the law under which 
claims arose, but with the authority of the General Accounting Office 
to issue regulations binding upon the disbursing officers of the de¬ 
partments in respect to the manner in which certain classes of claims 
should be handled. On November 25.1922, the General Account¬ 
ing Office issued its General Regulation No. 13, providing that on 
and after January 1,1923, all government transportation accounts 
instead of being paid by the disbursing officers of the departments, 
should, after administrative examination by them, be submitted to 
the General Accounting Office for its examination, final settlement, 
and payment. The War Department, upon the receipt of the regula¬ 
tions, contested the authority of the General Accounting Office to 
issue them and sought an opinion of the Attorney General on the 
matter. This the Attorney General gave, completely sustaining the 
position of the War Department. Following the receipt of this opi¬ 
nion, the War Department and certain other departments elected to 
act upon it and refused to comply with the regulations qf the General 
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Accounting Office. Other departments, however, ignored the opi¬ 
nion and complied with the regulations. The anomalous situation 
was thus presented of part of the government following the order 
of the Comptroller General and part of the opinion of the Attorney 
General. 

In its hnal iorin, the issue that has been described, is whether 
controlling force shall be given to the opinion of the Attorney 
General or to the ruling of the auditor. It is not easy to take a 
definite stand with respect to this matter. The weight of the argu¬ 
ment would appear, however, to be in favour of giving the control¬ 
ling voice to the auditor. The objection of having the Attorney 
General have the financial say is that he is an officer of the adminis¬ 
trative branch, and to permit his opinion to prevail would do vio¬ 
lence to the fundamental principle that the final construing of a 
law involving the payment of claims should lie in the hands of an 
officer independent of the spending branch and directly respon¬ 
sible to the legislature. If that officer errs in his rulings, redress 
must be sought in an appeal from him to his superior, the 
legislature.^'' 

The Auditor and the Courts. A third issue of great impor¬ 
tance In the settlement and adjustment of claims against the govern¬ 
ment is the extent to which the settlement arrived at by the auditor 
shall be final or may be applied from to the courts. 

This is not the place to enter into any general consideration of 
the broad problem of the extent to which it is desirable that oppor¬ 
tunity shall exist for a review by the courts of administrative action. 
As a matter of theory, it may be held that wherever action affects 
the rights of individuals the latter should have the opportunity of 
having their rights determined by a court of law. Action upon any 
such theory, where the action of governments is concerned, would 
result in disastrous consequences. If fully applied, it would enor¬ 
mously increase the difficulty, expense, and delay involved in the 
conduct of public affairs, if it did not make the whole administra¬ 
tive system unworkable. It would throw upon the courts an unbear¬ 
able burden of determining how administrative affairs should be 
conducted and make the judicial branch the custodian of final ad¬ 
ministrative powers in many instances. The power of the courts to 
review the assessment of properly for purposes of taxation offers a 
striking illustration of this. Few acts of a government more directly 
affect the property rights of individuals than that of determining 

a detailed aocount of the controversy in respect to the powers 
of the Comptroller General and the Attorney General of the United 
States, see the author'8 worlv: The Legal Status nnd Functions of the 
General Accounting Office of the United States, Institute for Govern¬ 
ment Beseorcli, Studies iii Administration, 1927. 
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the value that shall be placed upon their property for the purpose 
of determining the amount of taxes that shall be paid by them to 
the government. Although it is recognized that injustice may be, 
and. in fact, often is, donei to individuals or classes of individuals 
in making such assessments, if every aggrieved properly owner had 
the right of appealing to the courts for a review of the action of 
the administrative officer who made the assessment, the judicial 
and not the administrative branch would become the final aulho- 
rily for the performing of this important task of valuing property 
for taxation purposes. The courts have wisely acquiesced in the 
position that, in the absence of legislation conferring such duties 
upon them, they should not lake jurisdiction in such cases unless 
fraud or misconduct so gross as to amount to constructive fraud is 
alleged, or the procedure in making assessments has been such 
that violence is done to the principle of due process. 

All of the arguments in favour of this position apply with equal 
force to the matter of the settlement and adjustment of govern¬ 
ment claims. As showing an early appreciation of the importance 
of this principle, the following may be quoted from a joint com¬ 
munication by the heads of the executive department, submitted 
to the Chairman of the committee on Ways and Means of the 
House, January 21, 1817.® 

A judicial examination, whcfo the oflficef should allege 
that injustice has been done in the settlement of his accounts 
would perpetuate the delays in the settlement ol* the public 
accounts which have produced the derangement in the 
accounting offices that are intended to be remedied by the 
summary })rocedu)’C recommended by the report, ft is high¬ 
ly improbable that injustice will be practised by the audit¬ 
ing officers; but if it should liapiicii in any case, the 
appeal could be to Congress who will always grant 
relief. 

That the courts themselves appreciated the considerations in¬ 
volved, is shown by various decisions. That rendered in United 
Stales V. Guthrie*^ is especially to the point. It reads in part: 

The only legitimate inquiry for our determination upon 
the case before us is this: whether under the organization 
of the h'cdcral Government, or by any known principle of 
law, there can be asserted a power in the circuit court of 
the United States for the District of Columbia, or in this 
court, to command the withdrawal of a sum or sums of 
money from the Treasury of the United States, to be applied 
in satisfaction of disputed or controverted claims against 

^American Stato Papers, Miscellaneous, Vol. IT, p. 41-5» 

7 17 Howaid 281. 
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the United States. This is the question, the very question, 
presented for our determination; and its simple »statement 
would seem to eariy with it the most startling considerations 
—nay, its unavoidable negation, unless this should be pre¬ 
vented by some positive and controlling (jommand: for it 
would occur, a priori, io every miiid that a treasury not 
fenced round or shielded by fixed and established modes 
and rules of administi'ation, but which could be subjected 
to any number of description of demands, asserted and 
sustained through the undefined and undefinablc discretion 
of liie courts, would constitute a feeble and inadequate 
provision for the great and inevitable necessities oI* the 
nation. The government under such a i*egimo, or rathei* 
under such an absence of all rule, would, if ])ractica.b]e at 
all, be administered not by the gieat departments ordained 
by the Constitution and laws, and guided by modes therein 
prescribed but by tlie uiicerlain and perhaps contradictory 
action of the courts in the enforcement of their views of 
j)rivate interests. 

Again, in the case of Decatur v, Paulding, » decided in 1840 
by the Supreme Court, Chief Justice Taney, who had him¬ 
self been both Attorney General and Secretary of the Treasury and 
was familiar with the problems of administration from the prac¬ 
tical standpoint* said: 

The interference of the courts with the performance of 
the ordinary duties of the executive departments would be 
y)roductive of nothing but mischief; and we are satisfied 
that such a i)Owmr was never intended to be given to them. 
Upon the very subject before us, the interposition of the 
courts might throw the whole pension fund, and the whole 
subject of i)cnsions, into the greatest confusion and 
disorder. 

In the national government prior to 1855, this principle that the 
selllement of all government claims was exclusively a matter of 
administrative determination, was not only a general one but one 
knowing no exceptions. Until then, there was no provision by 
which a person believing that his right had suffered through 
the action of the accounting officer could appeal to the courts for a 
review of the accounting officer's decision. In that year. Congress 
by act of February 24* 1855 established a special tribunal* known 
as the Court of Claims, and conferred upon it jurisdiction to hear 
and decide certain classes of claims by private lessons and corpora- 

8 14 Peters 490, 10 Law Ed. 579. 

9 10 State. L., 612. 
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tions. The purpose of the establishment of this tribunal was not so 
much that of olfering a means for a judicial review of the action 
of accounting officers, as that of relieving Congress of the great 
burden of examining into the merits of claims presented to it. 
The court was given the mere power of examining into the merits 
of the claims referred to it by Congress and brought into it by 
authorized persons, and of making an award setting forth its con¬ 
clusions. Such awards imposed no obligation upon disbursing or 
accounting officers to pay them, and the court itself had no autho¬ 
rity to issue execution to enforce its findings. All that the court 
could do was to report its findings to Congress for such action 
as the latter saw fit. Normally, appropriations would be made to 
satisfy the awards, but there were many cases where Congress was 
unwilling that the claim should be paid and refused to pass appro¬ 
priations for their payment. It will be seen that the establishment 
of this court in no way curtailed the powers of Congress with res¬ 
pect to the determination of what expenditures should be made, 
nor did it subject the accounting officers to judicial direction with 
respect to th^e performance of their duties. 

In 1887 was passed what is known as the Tucker Act, by whi:h 
concurrent jurisdiction was conferred upon the Federal District 
Courts to entertain claims that might be brought in the Court of 
Claims. This was done to avoid the necessity for claimants residing 
away from the District of Columbia having to resort to that tri¬ 
bunal. This was subsequently amended to take from under its pro¬ 
visions, claims by officers of the government. Such officers must 
therefore, prosecute their claims in the Court of Claims at 
Washington. 

It will be seen from the foregoing that, though provision has 
been made for the judicial determination of the merits of claims, 
the courts rendering the decision have no power, so far as any 
express provision of law is concerned, to issue an order to the 
accounting officers as to how a claim shall be settled by them or 
to make payment of claims in accordance with their decisions. 
Though this is so, the question is nevertheless, presented as to 
whether it is not the duty if not the legal obligation of the account¬ 
ing officers to follow the decisions of the courts. This, the Comp¬ 
troller of the Treasury and his successor, the Comptroller General 
have uniformly refused to do unless such decision conforms to 
their opinion. The reasons for the refusal of these officers to be 
bound by the decisions of the Court of Claims and the District and 
Circuit Courts of the United Stales when acting as a Court of 
Claims, have been repeatedly set forth by the Comptroller of 
the Treasury and the Comptroller General in decisions rendered 
by them. 
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Though the Court of Claims and the District Courts acting as 
Court of Claims cannot enforce their decisions upon the Comp¬ 
troller General, the serious question has been presented as to 
whether the federal courts acting under their general powers may 
not entertain jurisdiction in respect to the settlement of claims 
and through the exercise of the use of the extraordinary remedies 
of writs of certiorari, mandamus, and injunction compel disbursing 
officers and the Comptroller General to take action which they 
would not otherwise do. The Comptroller General of the United 
States has denied this right. In this contention he has, however, 
been overruled by the courts. The latter have repeatedly held that 
when the action concerned was of a ministerial character, its tak¬ 
ing could be compelled by a proper order of the court. This would 
seem to be sound doctrine. 

Settlement and Adjustment of Claims Due the Govern¬ 
ment. In the same way that it is the duty of the auditor to follow 
up, as it were, treasury issues and see that they are applied only in 
ways sanctioned by law, so it is the duty to go back of the mere 
fact of covering of money into the treasury and satisfy himself 
that all moneys due the government are in fact collected and 
offered for covery into the treasury. The performance of this duty 
is commonly described as the audit of receipts. This designation is, 
however, a misleading one, since, as has been pointed out, the work 
consists, not so much in seeing that all public moneys received by 
government officers are duly accounted for as that of seeing that 
all public moneys which should be collected by government 
officers are in fact collected and offered for deposit in the treasury. 
A more accurate designation of this duty is, therefore, the one 
chosen for the title of this section, the ^^Settlement and Adjustment 
of Claims Due the Government.*’ “This broad function is imposed 
upon the General Accounting Office of the national government by 
section 305 of the Budget and Accounting Act. 1921 which pro¬ 
vides that 'I “All claims and demands whatever in which the govern¬ 
ment of the United States is concerned, either as debtor or creditor 
shall be settled and adjusted in the General Accounting Office.” 

It will be seen from a reading of this section that just as the 
duty of Comptroller General to settle and adjust claims against 
the government is something quite different from a mere audit of 
payments after claims have been settled and paid, so the settlement 
and adjustment of claims by the government goes far beyond that 

^0 A recent Important ruling on this subject is to be found in Wright 
V. Yu 'hausti & Co., U. S. Supreme Court, decided Dec. 13,1926. In that 
case the court decided that the signing of a warrant duly made out and 
properly executed was a ministerial act and directed the issue of u 
mandamus to compel such action. 
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of the mere audit ot collections made. Unless this distinction is 
clearly kepi in mind, it is impossible to understand the true func¬ 
tion of an auditor in respect to this important matter of control 
from both the receipt and expenditure side of financial operations. 

Of the need for an expenditure that will have this broad duty of 
seeing that all moneys due the government are collected and cover¬ 
ed into the treasury there can be no doubt. Wherever investigations 
have been made of the administrative branch of governments, 
numerous cases have been developed where administrative ofRcers 
having the duly of enforcing the payment of moneys due the 
government have failed to perform their duties properly, with the 
result that the government has lost large sums of money which 
it should have received. When the present writer some years ago 
assumed the position of Treasurer of Porto Rico, he found that, 
though there was a law upon the statute books that foreign cor¬ 
porations doing business in Porto Rico were required to pay an 
annual licence fee of $25 for the right to do business on the Island 
many of them had for years failed to make such payments, and 
the Auditor had contented himself with seeing that all payments 
actually made were duly accounted for but had not sought to 
satisfy himself that all payments that should be made were in fact 
made. This matter was brought to the attention of the Auditor, 
with the result that the payment of all sums due in the past was 
secured and a new system put into effect by which all payments 
due in the future were likewise enforced. 

There is little doubt that the same defects in respect to securing 
a due accounting for all receipts due the government that were 
found to exist in Porto Rico are present in many of our stale and 
cily governments. Too often, if there is any audit of receipts at all 
it is little more than a perfunctory checking of documents and too 
often it concerns itself only with collections actually made: 
it is, in a word, what is known as merely a paper audit. This con¬ 
dition obtains especially in respect to the miscellaneous receipts, 
the collection of which is in the hands of administrative officers 
other than those having charge of the collection of taxes proper. 
There are few governments where it would not be desirable to 
have a careful investigation made of all rights that the government 
has to the receipt of payments for miscellaneousiservices rendered, 
materials supplied, privileges conferred, or penalties imposed, and 
the procedure employed in enforcing such payments, with a view 
to improving the procedure and strengthening the system of con¬ 
trol through audit. The question is not merely one of preventing 
fraud on the part of collection officers, but of ensuring that they 
perform their duties in an efficient manner, ^ 
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Scope of Deities of the Auditor in Settling and Adjusting 
Claims Due the Government. It has been seen that* though 
the principle of the settlement and adjustment of claims against the 
government by an independent auditor is clear, a wide divergence 
of opinion has developed, in the national government at least, as to 
the scope of the duties of this officer in respect to the construing 
of the law under which claims against the government arise. A 
similar difference ol opinion has arisen in respect to the scope of 
the duties of the auditor in passing upon and settling claims in 
favour of the government. 

Concretely, the question at issue is: whether the action of the 
assessing or collecting office in passing upon the facts and deter¬ 
mining the amount of the money due the government shall be con¬ 
clusive, the duty of the auditor being restricted merely to seeing 
that the sum so determined is collected and paid into the treasury, 
or whether the auditor shall have the duly of examining into the 
facts of the settlement for the purpose of satisfying himself that 
the proper amount of payment has been assessed. 

In the national government this issue has arisen in an acute 
form. The Comptroller General has taken the position that it is a part 
of the proper duties of his office to review all assessments of taxes 
as to their correctness. Pushed to its logical conclusion, this would 
mean that all determinations of customs and internal revenue dues 
as made by a the customs and internal revenue service were of a 
provisional chracter, that they should be reviewed by officers of the 
General Accounting Office, and the final accounts to be paid deter¬ 
mined in that office. The Comptroller General has not sought to 
exercise this authority in the case of internal revenue dues, since 
there is an express provision of law that the action of the Bureau 
of Internal Revenue in assessing dues shall not be subject to re¬ 
view by any other administrative or accounting officer. As this 
provision is not found in the law providing for the administration 
of the customs system, the Comptroller General has sought to set 
up a system for the review of the action of customs officers in 
assessing customs dues. This assertion of review power by the 
Comptroller General has been resisted by the Secretary of the 
Treasury. The latter has denied that the Comptroller General has 
any such powers as a matter of law, and in this he has been fully 
supported by an opinion of the Attorney General. 

It would be out of place to attempt here any discussion of the 
legal aspects of this controversy. This phase of the subject has. 
moreover, been handled at some length by the present writer in 
another place.^^ The controversy has been cited merely to bring 

llTlio Legal Status mid Function of tlie Geiioral Accounting Office 
of the National Governmeut. 
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oul the fact that there is a grave question as to the scope of the 
duties of an auditor in settling and adjusting claims due the 
government. Our interest here is limited strictly as to how this 
question should as a matter of principle and practical expediency, 
be answered. 

From the standpoint of principle, it is difficult to get away from 
the po.sition that has been taken by the Comptroller General. If it 
is desirable that all expenditures shall be examined into and their 
legality be finally determined by an agency independent of the 
spending services, it would seem to be equally necessary that there 
should be an equally searching scrutiny and determination of the 
assessment of moneys due the government independently of the 
collection services. The administration of the revenue laws of a 
government involves the making of classifications and rulings 
which affect to the extent of millions of dollars the revenue rece¬ 
ived. Errors of judgment in making these classifications and rul¬ 
ings may be made and actual fraud perpetrated in the handling of 
particular cases. Where the ruling or action in specific cases is 
adverse to the taxpayer, the latter usually has recourse to some 
superior tribunal, such as the Board of Tax Appeals or the Customs 
Court in the case of the national government. Those that are 
favourable to the taxpayer, even though they may be improperly 
so, usually pass without question. It is impossible to estimate the 
possible loss that a government may suffer through the failure of 
the revenue services properly to assess and collect the sums that 
should be paid to it. An independent examination and determina¬ 
tion of the amounts due would not only detect those cases where 
the amounts had been fixed at too small a sum but would also 
contribute a powerful incentive to the assessment and collection 
services to perform their duties with a maximum of fidelity and 
judgment. 

When one turns from the question of principle to that of expedi¬ 
ency. quite a different situation is found, A system under which the 
auditor or comptroller sought to examine into and review all 
assessments of property for purposes of the enforcement of the 
general propery tax, the determinaiion of the duties that should 
be paid on all entries of goods under the customs system, the pay¬ 
ments that should be made by the thousands of income taxpayers, 
etc., would mean an intolerable duplication of work, increased 
expense, and delay. 

There is but one way by which this conflict between principle 
and expediency may be resolved. This is by leaving responsibility 
for the determination of the amounts due with the assessment and 
collection services, but making it the duty of the auditor from 
time to time to make examination of the manner in which the 
affairs of these offices are conducted and to make iThat are known 
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as ‘‘test audits,” that is, to examine the settlement of claims of a 
given class, effected during a given period or selected at random, 
and to report the results of such examinations and audits to the 
legislature. Through this system, the legislature would be in a 
position where it would currently receive reports from its agent 
regarding the manner in which the revenue laws were being ad¬ 
ministered. The fact that representatives of the auditor might at 
any time appear in their offices, demand the production of their 
procedure and action in particular cases to be selected by them, 
would constitute a strong moral check upon all assessors and col¬ 
lectors of revenue, and stimulate them to putting their operations 
on a basis that would not lead to adverse criticism. At any rate, 
the legislature as the body having final responsibility and power 
would be in a position to know the fact in a way that is impos¬ 
sible except where conditions are to be examined into and report¬ 
ed upon by an agency which has that independent status which 
alone makes possible courageous and unbiased expression of 
opinion. 

Accounting and Reporting Function of the Auditor. It is 
evident that aComptrolleriand Auditor General cannot properly per¬ 
form his duties of seeing that all moneys due the government are 
collected and covered into the treasury and that no money issues 
therefrom except in pursuance of an appropriation without main¬ 
taining a system of account that will record all such transactions 
as made. Furthermore, it must be equally clear that this officer 
cannot discharge his obligations in respect to examining into the 
manner in which the funds granted to administrative officers are 
expended without having authority to determine the character of 
accounting and reporting systems that shall be maintained by 
such spending officers. This means that his office should be the 
central accounting office of the government, with power to pre¬ 
scribe the character of accounts and reports that shall be main¬ 
tained and transmitted by all collecting and disbursing officers and 
with the obligation of itself preparing and publishing the financial 
statements required in order to make known the financial condi¬ 
tion and operations of the govenment. 

The requirements above mentioned are generally met by our 
governments, which for the most part provide by law that the 
auditor shall have the power to prescribe the accounting and re¬ 
porting system to be used by spending services, shall himself keep 
the general accounts, and shall make an annual report settling 
forth the facts regarding the financial condition and operations of 
the government. 

Though the law regarding this matter is fairly satisfactory in 
the case of the national government, much yet remains to be done 
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to perfect operations under it. Due to the fact that* prior to the 
passage of the Budget and Accounting Act, 1-21, the Comptroller 
and Auditors were officers of the Treasury Department, this Depart¬ 
ment became in effect the central accounting office of the govern¬ 
ment. Ihis situation has persisted to the present time. Though the 
General Accounting Office has begun to exercise its powers in res¬ 
pect lo prescribing the accounting and reporting sy.slem of the 
operating services, it has as yet done little in the way of building 
up within its organization a system of central accounts and has 
done nothing in the way of preparing and publishing a document 
having the character of a general financial report for the govern¬ 
ment as a whole. There can be little question that it is desirable 
that it should act promptly and vigorously in this way. The present 
situation, where responsibility for keeping the central accounts 
and rendering the general financial reports is divided, is highly 
unsatisfactory, and results in much confusion and duplication of 
work. As has elsewhere been indicated, the present central account¬ 
ing and reporting system is of an extremely archaic character. 
In taking to itself the function of keeping the central accounts 
and rendering the general financial report, the General Account¬ 
ing Office can thoroughly revise this system and put it upon a 
proper basis. Fortunately, there is evidence that the needs of 
this situation are appreciated by that office and that action in the 
direction indicated is now contemplated. 

Function of the Auditor as an Agency of General Legisla¬ 
tive Control of the Administration. T hroughout this work, 
emphasis has been laid upon the fact that the starting point in 
considering the problem of administration is the position of the 
legislature as the custodian of all administrative powers, and its 
function as the board of directors for the government as an operat¬ 
ing concern. Upon the legislature thus rests the final responsi¬ 
bility, not merely for giving orders, but also for seeing that those 
orders are honestly and efficiently carried out. The latter respon¬ 
sibility it cannot meet directly. Just as the chief exe¬ 
cutive has need of a bureau of general administration through 
which he can perform his duties of general manager, so the legis¬ 
lature has need of a similar agency through which it can meet 
its administrative responsibilities. The office of auditor provides 
such an agency. That it may perform this function, is one of the 
strongest reasons why it should be attached to the legislative 
branch, or be at least, completely independent of the executive. 

One of the most fundamental criticisms that can be made of 
the administrative system of our government is the failure to 
recognize the potentialities of this office from this standpoint. In 
most of the states, and in the national government pr»r to the 
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passage of ihe Budget and Accounting Act, the duties of the auditor 
consisted of little more than the formal examination of accounts 
for the purpose of seeing that all legal provisions regarding the 
expenditure of funds were observed. Their audit was little more 
than a paper audit. They did not consider it a part of their 
duties to bring to the attention of the legislature instances of 
unwise expenditures of money or inefficiency in handling the 
financial and other afiairs of the government. Their reports 
were of the most perfunctory character and gave practically no 
aid to the legislature in determining the action that should be 
taken by it to ensure a more efficient conduct of governmental 
afiairs. 

The passage of the Budget and Accounting Act constitutes a 
landmark in respect to the appreciation c f the sei vices that can 
and should be rendered to the legislature by the office of Auditor 
or Comptroller. In creating the independent Genera) Account¬ 
ing Office, Congress entrusted to it, not only all the powers 
formerly possessed by the Comptroller of the Treasury and the 
six Auditors for the departments, but also conferred upon it 
broad powers and duties of acting as the agency to enquire into 
the manner in which the administrative services were conduct¬ 
ing their affairs and of recommending action that should be taken 
by it to improve administrative conditions. The importance of 
this action warrants the reproduction in full of the provisions 
of this act by which these enlarged powers and duties were con¬ 
ferred. The act reads: 

(u) The Comptroller TTCiieial shall investigate, at the 
scat of government or elsewhere, all matters i^elating to the 
receipt, disbursement, and application of public funds, and 
shall make to the President when requested by him, and to 
Congress at the beginning of each regular session, a report 
in writing of the work of the General Accounting Office, 
containing recommendations concerning the legislation he 
may deem necessary to facilitate the jirompt and accurate 
rendition and settlement of accounts and concerning such 
other matters relating to the receipt, disbursement, and 
application of public funds as he may think advisable. In 
such regular report, or in special reports at any time when 
Congress is in session, he shall make recommendations 
looking to greater economy or efficiency in public expendi¬ 
tures. 

(b) He shall make such investigations and reports as 
shall be ordered by either House of Congiess or by any 
committee of either House having ;jurisdietion over reven ue, 
approjiriations, or expenditures. The Comi)troller General 

75 
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shall also, at the request of any such committee, direct 
assistants from his office to furnish the committee such aid 
and information as it may request. 

(c) The Comptroller General shall specially report to 
Congress every expenditure or contract made hy any de¬ 
partment or establishment in any year in violation of 
law. 

(d) He shall submit to Congress reports Upon the ade¬ 
quacy and effectiveness of the administrative examination 
of accounts and claims in the resj)ective departments and 
establishmcnis and upon the adequacy and effectiveness of 
departmental inspection of the offices and accounts of fiscal 
officers. 

(e) Heshali furnish such information relating to ex¬ 
penditures and accounting to the Bureau of the Budget 
as it may request from time to time. 

Sec. 313. All departments and establishments shall 
furnish to the Compti'oller General such information re¬ 
garding the powers, duties, activities, organization, finan¬ 
cial transactions, and methods of business of their respective 
offices as he may f rom time to time require of them; and 
the Comptroller General, or any of his assistants or em¬ 
ployees, when duly authorised by him, shall, for the purpose 
of securing such information, have access to and the right 
to examine any books, documents, papers, or records of 
any such department or establishment. The authority con¬ 
tained in this section shall not be applicable to expenditures 
made under the provisions of section 291 of the Revised 
Statutes. 

That Congress has clearly in mind the character of services that 
it desired from this new agency, is shown by comment, on the bill 
while under consideration by Congress. Mr. Good, the author of 
the bill, said in the course of the debate: 

It was the intention of the Committee that the Comp¬ 
troller General should be something moj'e than a book¬ 
keeper or accountant, that he should be a real critic and 
at all times should come to Congress no matter what the 
political complexion of Congress or the executive might be 
and point out inefficiency if he found that money was 
being misapplied—which is another term for inefficiency— 
and that he should bring such facts to the notice of the 
committee having jurisdiction of appropriations. 


i^Cong, Becorcl, May iff 1921. 
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Another member *of the committee, Martin B. Madden, who 
became Chairman of the House Committee on Appropriations 
under the new systems described the Comptroller General as the 

instrumentality through which the legislative branch of the 
government can get information which it has not been 
able to get heretofore and thus leave the })Cople’s repre¬ 
sentatives to criticize any waste or extravagance of the 
administration 

Nothing like these provisions is to be found in any prior act. 
Their enactment shows that Congress had an entirely new con¬ 
ception of the function and duties of this office. They mean, if 
carried out in the spirit in which they are framed, that Congress 
will, for the first time in its history, have a real organ through 
which it can pass in review the manner in which its orders and 
authorizations to spend have been carried out and can exercise that 
supervision and control over administrative acts which is as essen¬ 
tial a part of its function as is fund-raising and fund-granting. 
Under the old system, however, it vainly attempted to do this 
through periodic investigations conducted by its regular or special 
committees. These committees were often forced to act without 
any systematic knowledge of actual transactions. Too often, also, 
their inquires were conducted in a purely partisan spirit. Almost 
always they have been without that technical assistance which alone 
would make their inquiries fruitful. In all cases they have thrown 
a great burden of work upon members of Congress and have 
involved a large expenditure of government money. Under the 
new system Congress will currently, automatical^ as it were, 
get much of the data that it has sought to secure in this ineffective 
way. When special information is desired it can be readily fur¬ 
nished at a minimum of expense and trouble by the Comptroller 
General’s office. 

This action on the part of the national government has been 
set forth at some length’because it is believed that it points the way 
to action that should be taken by our other governing bodies. If 
the auditors of the states and cities do not now have the powers con¬ 
ferred upon this agency, such powers should be granted to them. 
They should be required to submit annual administrative reports, 
in addition to their reports on finances.*in which they should make 
known the results of their enquiries and their suggestions for im¬ 
proving conditions. Such reports, if properly prepared, would be 
among the most important documents issued by the government. 

Legislative Committee on Public Accounts. The office of 
auditor, even if developed so as to realize its full potentialities, is 
after all but an agency. Its principal is the legislature. If the latter 

13/2,1(1., Oct. 21,1919, 
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is to make use of the work of its agent, it must make provision for 
receiving its report and giving consideration to the matters con¬ 
tained in it. Both study of the problem and experience show that 
this end can best be secured by tive creation by each house of the 
legislature, or possibly by the two houses jointly, of a Committee 
on Public Accounts, whose duly it will be to receive the report of 
the auditor and acting on behalf of the two houses, to subject its 
presentation of facts and recommendations to careful scrutiny and 
such further examination as it may find desirable for the purpose 
of determining ihe fidelity with which the administration has per¬ 
formed its duties and of bringing to the attention of the legislature 
as a whole matters requiring its action. 

As set forth by the writer in his study of the system of financial 
administration of Great Britain,real control by Parliament over 
the expenditure of public moneys was not secuied until the middle 
of the nineteenth century. The slartifig point in perfecting the 
present efficient system of financial administration ot Great Britain 
was the report of the Committee on Public Monies 185(1-7. This 
report, after recommending that provision be made for a complete 
audit of all public accounts by an officer of, and directly respon¬ 
sible to, the House oi Commons, further recommended “that these 
audited accounts be annually submitted to the revision of a com¬ 
mittee of the House of Comm ns to be nominated by the Speaker. 
This suggestion was one of the first recommendations oi the com¬ 
mittee to be acted upon. In 1852 Mr. Gladstone, as Chancellor of 
the Exchequer, secured ihe adoption of a standing order making 
provision for a committee of this character under the title of Com¬ 
mittee on Public Accounts. 

This committee, which has had an uninterrupted existence 
since that date, has constituted one of the most important features 
of the system that Great Britain has built up, step by step for the 
administration of her financial affairs. From the start the committee 
has taken its duties seriously and membership on it has been highly 
regarded. A noteworthy feature of its organization is that, with 
rare exceptions, its chairman has been selected from the opposi¬ 
tion, so as to emphasize the policy that has been adopted of giving 
to the work of the committee a non-partisan character. The func¬ 
tion of the committee may be broadly stated to be that of annually 
reviewing the financial operations of the government for the pur¬ 
pose of determining the fidelity with which administrative officers 
have performed their duties. In making this review it not only has 
before it the report of the Comptroller and Auditor General but it also 

System of Finfincial "Administration of Great Britain, by 
W. F. Willoughby, W. W. Willoughby, and S. M.;Lindsay, Institute 
for the Government Beseurch, Studios in Administration, ^©17. 
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has ihe direct assistance of those officers. As Colonel Durell has 
pointed out in his noteworthy s»udy of parliamentary control over 
financial operations;^'' 

The Public Accounts Committee possesses the g’reat ad- 
vanta.i^e ofbcinj? served I'Cgulavly and continuously by a 
j^rcat public department under the Comptroller and Audi¬ 
tor General, who is able by persounl attendance at the 
meetings to assist its labours in a manner in which iris report 
alone could not assist a committee of the whole house. A 
principal permanent official of the Treasury also attends 
cveiy meeting. The committee is thus able to ol)tain accu¬ 
rate knowledge collected by trained officers. Tlic Comptroller 
and Auditor Gcnei*al has been described as to a large extent 
tlic acting hand of the (‘Ommittee. lie guides the Public 
Accviunts Committee in tlieir labours, he detects the points 
of question, presents them with sucli information concerning 
them as he has obtained and loaves the committee to pur¬ 
sue them further, to consider them and report on them. 
A committee would probablj^ never bo able to detect any 
official extravagances or scandals unless guided by an 
official bloodhound who is in their service and with such 
powers as the Comptroller and Auditor General possesses. 

It is important to note that, just as the functions of the Comp¬ 
troller and Auditor General properly extend beyond making a mere 
formal or proper audit of expenditures to that of pointing out 
wherein moneys have been waslefully or ill-advisedly spent, so the 
functions of this committee include the duty of delecting not merely 
illegal action but also the extent to which discretion in respect to 
the application of funds has been unwisely exercised. In the words 
of Colonel Durell, ‘‘whether dealing with subjects originally sug¬ 
gested therein, or in taking a fresh line of its own, the functions of 
the committee extend, however, beyond the formality of expen¬ 
diture to its wisdom, faithfulness, and economy.*’ 

Regarding the practical advantages of the work of this com¬ 
mittee, there can be no doubt. To a considerable extent it is looked 
upon as the crowning feature of the whole system of British finan¬ 
cial administration. 

This arises not merely from the fact that through it Parliament 
is able currently to pass upon the acts of its administrative agents 
but also from the great restraining influence that the committee 

15 The Principles and Practices of the System of Control Over Par¬ 
liamentary Grants, by Col. A. J. V. DuveJl, Chief Paymaster, War 
Offices, p. 115 (London, 3917), 
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has upon these officers in the expenditure of the funds granted to 
them. Thus to quote Colonel Durell again: 

It has been stated, indeed, that nothing has a greater 
deterrent effect on a department tlian the fear of having to 
go before the Public Accounts Committee and that the 
accounting departments stand more in awe of this committee 
than of the House of Commons itself, probably because 
there is less chance of escaping its close scrutiny. The 
Chairman of the committee expressed the same opinion to 
the House. “There Is”, he said, “a great deal of human 
nature in the world, and fear is one of the greatest helps 
in keeping men straight. The fear of the Public Accounts 
Committee and the very searching examinations that take 
place thus does a great deal to keep in the path of recti¬ 
tude the members of the civil service.” 

No one can study the work of this committee and the part that 
it plays in the system of financial administration of Great Britain, 
without being convinced of the need for such a body in the 
Congress of the United States and in legislatures of the states. 
It represents, indeed, the last link in the chain of agencies, the other 
links of which are the chief executive as administrator in chief, 
the bureau of general administration, the committees on appropria¬ 
tions of the two houses, and the office of auditor or comptroller 
general, through which an efficient administration of the financial 
affairs of the government is to be secured. Without it much of the 
advantages anticipated from the creation of the independent office 
of auditor may be lost. In the national government the proposed 
committee would take the place of the present eleven committees 
on expenditures, which have never functioned efficiently. 

It is gratifying to note that the desirability of creating a com¬ 
mittee, such as is here proposed, is recognised by leading members 
of Congress, Mr. Martin B. Madden, Chairman of the Committee 
on Appropriations, has come out strongly for the creation of such 
a committee. In an article in the Saturday Evening Post, he 
writes: 

A further step of legislative procedure is necessary in 
the House. It has been accomplished in the Senate. The 
House has eleven different committees whose duty it is to 
investigate public expenditures—one committee for each of 
the ten executive departments, and the eleventh for expen¬ 
ditures on account of public buildings. There are no expen¬ 
diture committees for the Veterans’ Bureau, the Interstate 


p. 112. 

I'^The New System in Governmentf June 9,1923, 
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Commerce Commission or of any of the other units of gov¬ 
ernment not attached to any executive department. These 
expenditure committees seldom function except when the 
House or Senate is controlled by one political party and 
the administrative branch of the government by another. 
Even then their investigations cannot be comprehensive. 
They may deal with specific and individual instances of mis¬ 
management or maladministration, but there is no co-ordi¬ 
nation of their activities or any opportunity to harmonize 
the broader aspects of the expenditure-investigation prob¬ 
lem. The remedy for this situation is the abolition of the 
eleven committees and the creation of a single wide com¬ 
mittee on public expenditures. Such an organization func¬ 
tioning with the General Accounting Office would, in my 
opinion, be a factor for an incalculable amoiint of good. 
Practically the only systematic attention now given by 
Congress to the investigat on of expenditures is the time 
devoted by the appropriating committees in the course of 
the examination of the budget estimates. That work must 
of necessity be incomplete. The time available for visaing 
budget estimates and the magnitude of the work makes it 
impossible for any committee or committees to perform the 
two duties simultaneously and do justice to both. The crea¬ 
tion of a centralized committee on public expenditures would 
relieve the appropriating committee and at the same time 
would provide an agency whose through investigations 
would be of inestimable value to the appropriating com¬ 
mittees in the performance of their duties. 

Again in alluding to a resolution introduced by Representatire 
Moore, providing for the creation of a committee of this character, 
he said:^® 

I have felt, I will say to the gentleman from Virginia, 
that is the one missing link in our fiscal organization where 
we are weak whei'C we ought to be strong. If we had 
such a committee as the gentleman has called to our atten¬ 
tion now, it would be a very wonderful assistance to the 
Committee on Appropriations in studying problems, in¬ 
vestigating facts which would enable them to keep in close 
touch with the Comptroller General and between the 
Comptroller General and the Expenditures Committee and 
Appropriations Committee. I think we could, and I feel 
sure we would, so organize the expenditures after the money 
is appropriated for them as to keep all the expending 
officers of the Government within the law, to say the least. 

^8 Cong, Beooxdf Dee, 10 1926. 
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Concluding Remarks. It might seem that this matter of legis¬ 
lative control of expenditures has been handled at dispropor¬ 
tionate length. The justiheation for this extended treatment is, 
however, that there is no feature of financial administration the 
nature and importance of which is less appreciated and provision 
in respect to which is less satisfactory. It may almost be stated 
as a general proposition that our legislative bodies, national, state, 
and municipal, fail even to appreciate that it is a part of their dis¬ 
tinct obligations, not merely to make provision for meeting the 
financial needs of their governments, but also to see that their 
orders are in fact carried out. And even when this is appreciated 
only rarely have proper means been developed for meeting this 
obligation. In most cases their auditing systems call for little more 
than a perfunctory checking of items in order to ensure fidelity; 
only rarely is it expected of auditors to include in their reports 
information that will aid the legislature in determining the judg¬ 
ment and economy with which spending officers have exercised the 
powers of direction vested in them. The audit of receipts is loo often 
one of collections rather than of moneys that should be collected. 
No American legislative body, so far as the writer is aware, has made 
provision for the systematic examination of the facts brought out 
by the audit of receipts and expenditures, through the creation of 
a permanent committee on public accounts or otherwise. In no 
small degree the extent to which systems of financial administration 
in the United States are unsatisfactory is to be directly attributed 
to this failure on the part of the branch of government which, 
after all, is primarily responsible for seeing that public affairs are 
properly conducted. 
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BIBLIOGRAPHY 
Introductory Note 


The preparation of a formal bibliogiaphy of public administra¬ 
tion which can lay claim to completeness is practically impossible 
on account of the character of the material. The primary sources 
of information are, of course the statutes* administrative orders, 
annual and special reports of administrative officers, particularly 
those having to do with matters of administrative control, such 
as departments of finance, auditors, and comptrollers, central pur¬ 
chasing agencies, civil seivice commissions, and the like. For 
organized and critical material much the most valuable docu¬ 
ments are the reports of official economy and efficiency commissions 
and the publications of private government research agencies, lists 
of which are elsewhere given. It is to this material that the student 
of public administration must largely turn in the prosecution of his 
studies. Unfortunately, this material is of a character, and has 
been issued in such a way, that it is difficult to secure knowledge 
of its existence or to obtain access to it after such knowledge is 
obtained. Only to a slight degree it is to be found in the ordinary 
library or listed in bibliographies. Many of the organizations 
issuing the publications have gone out of existence and their reports 
are no longer obtainable. Probably the most complete collection of 
this material, other than the regular annual reports of administra¬ 
tive officers, is to be found in the libraiy of the Institute for 
Government Research at Washington and the Municipal Reference 
Library in the City of New York. 

An attempt is made here to list and classify this material, to 
the end that at least a knowledge of its existence may be obtain¬ 
able. With the exception that no attempt has been made to list 
all contributions to periodicals dealing with matters of public 
administration, but only those deemed to be particularly pertinent 
or of special value, the effort has been made to make the presen¬ 
tation as complete as possible. In not a few cases, however, 
the reference is made to the agency issuing material dealing 
with public administrative problems rather than to the publications 
themselves. This is due to the fact that these publications are 
often of such a miscellaneous character, or relate to subjects 
of interest only to a particular government or subjects no longer 
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ol interest, that their listing, even if feasible, would serve no 
valuable purpose. 

ISikliographies. Much the most valuable list of material in 
the field of public adininistradon is “A Bibliography of Public 
Adminisli alien/• by Sarah Greers published by the National Insti¬ 
tute of Public Admini lralion, 1926. All of the works referred to 
under the head oi ‘‘Treatises on Public Administration” contain 
copious footnote references to authorities. 

General Works on American Government. All general 
treatises on American governments give of course a certain amount 
of attention to matters of administration. Ihis consideration, though 
necessarily or a general character, is often of value. Especially is 
this true of works that have been published within the past few 
years dealing with state and municipal government. A number of 
these have been written by men who have been connected with 
official investigations of adrninislralivc problems and were thus 
in a position to handle this branch of government on the basis of 
personal familiarity with ihc subject. Among the more important 
of these works are; “State Government in the United Slates,*’ 
by A. N. Holcombe, Rev. ed. 1926; “American State Administra¬ 
tion/’ by J. M. IVIathews, 1917; “American State Government.” 
by J.M. .Mathews, 1921; ‘ State Government.” by W. F. Dodd, 
1922; “The Govcinment in Illinois.” by W.F. Dodd and Sue H. 
Dodd, 19-3; “The Practice of Municipal Administration,” by 
Lent D. Upon, 1926; “American Gily Government,” by William 
Anderson. 1926; “Municipal Government in the United Stales,” 
by Thomas 11. Reed, 1926; “Documents Illustrative of Municipal 
Government and Administration,” by Thomas H. Reed and Paul 
Webbink, 1926; “The Modern City and Its Government,” by 
W.P. Capes, 1922; ‘The Government of American Cities,” by 
W. B. Munro. 4lh Ed., 1926; and “The Government of Europe,” 
by W. B. Munro. Rev, ed,, 1926. 

Treatises. If exception be made of the present work, the only 
attempt at a systematic treatise covering the field of public admin¬ 
istration generally is the recent volume of Leonard D. White, 
Professor of Political Science, University of Chicago, “Introduc¬ 
tion to the Study of Public Administration,” 1926. This work, 
however, is restricted almost wholly to the consideration of prob- 
lems of organization and personnel, particularly the latter subject. 
Practically no consideration is given to the problem of financial ad¬ 
ministration or to that of supply. The discussion of the two prob¬ 
lems of organization and personnel is of great interest and is sup¬ 
ported by valuable references to authorities. In the field of munici¬ 
pal administration two works of value have receirtly appeared: 
“Municipal Finance,” by A. E. Buck, 1926, and “The Practice of 
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Municipal Administration,” by Lent D. Uspon, 1926* Both of these 
works are by men who have had a large expeiience in the study of 
problems of public administration, the first named as a member of 
the Staff of the New York Bureau of Municipal Research, now the 
Notional Institute of Public Administration, and the sc^cond as 
Director of the Detroit Bureau of Governmental Research. Their 
considerations of the problems of public administration represent, 
the best thought on the subjects treated. As regards particular- 
branches of public administration, the most important authorities 
are the four volumes which have appeared in the series “Principles 
of Administration,” published by the Institute for Government Re¬ 
search: “Principles Governing the Retirement of Public Em¬ 
ployees.” by Lewis Meriarn, JliiS; Principles of Government 
Purchasing,” by Arthur G. Thomas. .1919; “Principles of Public 
Personnel Administration/’ by Arthur W. Procter, 1921, and 
“Principles of Government Accounting and Reporting,” by Francis 
Oakey, 1921. Though not a treatise, mention in this connection 
should be made of the valuable study of the problem of municipal 
administration in the State of New York, contained in “Report of 
the Special joint Coinmillee of the New York Legislature on 
Taxation and Retrenchment.” Retrenchment Section, Albany, 1920 
(Legislative doc. No. 80). 

Adniinislralive Ljiw. The subject of administrative law has not 
attracted the. attention in the United Stales that it has on the 
continent of Europe, where provision is usually made for a sepa¬ 
rate system of administrative courts. For an excellent contrast of 
the two systems of administrative law, that of Great Britain and 
the United Stales on the one hand and that of France and other 
counlries which have separate administrative courts on the other, 
see “Introduction to the Study of the Law of the Constitution,” by 
A. V. Dicey, r>lh ed., 1897, and ‘‘Comparative Administrative Law; 
An Analysis of the Administrative Systems, National and Local, 
of the United Stales, England, France and Germany,” by F. J. 
Goodnow, 2 vols., 1903. A work dealing in a broad way with 
administrative law in the United Stales as it affects the organization 
and relations of governing bodies that is of value is, “The Prin¬ 
ciples of the Administrative Law of the United States,” by F. J. 
Goodnow, 1905, Another work of the same author that is of a 
suggestive character is “Politics and Administration,” 1900. 

On the more technical aspects of the powers and duties of 
administrative officers and their control by the courts, the leading 
authorities are: “Principles of the Administrative Law Governing 
the Relations of Public Officers,” by Bruce Wyman, 1903 ; “A 
Treatise on the Law of Public Offices and Officers,” by F. R. 
Mcchem, 3890; “Growth of American Administrative Law,” by 
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Ernst Freund, 3023; and “Cases on Administrative Law,” by 
Ernst Freund, JOIT. 

Periodicals. There is no periodical published in the United States 
that is devoted exclusively to problems of public administration. 
The nearest approach to it is -The National Municipal Review,’’ 
publiihed monthly by the National Municipal League. Within 
later years this journal has made a special effort to chronicle im¬ 
portant events In the field of public administration, state, municipal 
and local. ‘‘1 he American Political Science Review,” published 
quarterly by the Ameiican Political Science Association, also con¬ 
tains numerous articles and notes bearing upon matters of public 
administration. These two journals furnish much the best means 
of keeping in touch with current happenings and publications in 
this field. Tlie -Annals of the American Academy of Political and 
Social Science” from lime to lime publishes symposiums of public 
administration of great value. Of less importance are the more 
technical journals, such as *‘lhe American City,” ‘^Municipal 
Engineering.” ‘^Journal of Accountancy,” etc. Reference, finally, 
should also be made to “ The Journal of Public Administration,” 
the publication of which was begun in 1923 by the Institute of 
Public Administration, London, England. 

Publications of Economy and Efficiency ComniiBsions. 

Undoubtedly the most valuable body of data bearing upon the sub¬ 
ject of public administration is to be found in the reports of the 
various official bodies that have been specially set up by the na¬ 
tional and the slate governments for the study of their organization 
and administrative practices and procedure and the recommenda¬ 
tion of changes therein for the purpose of securing improved 
methods of conducting their affairs. Though variously named, these 
bodies have secured the general designation of economy and effi¬ 
ciency commissions. 

The fullest account of the organization and work of these bodies 
is to be found in “Organized Efforts for the Improvement of Meth* 
ods of Administration in the United States.” by G. A. Weber, Insti¬ 
tute for Government Research, Studies in Administration, 1919. 
The volume seeks to give an account of the history and work of all 
agencies, public and private, that have been created in the United 
States for the study of the problems of public administration and, 
so far as possible, to list their publications. It is divided into three 
parts: Part I, dealing with Agencies for Research in Government; 
Part II, Organs of Central Administrative Control; and Part 111, 
Legislative Reference and BilTDrafting Agencies. Chapter 2 of 
Part I, “Agencies for Investigating the National Administration: 
Official,” is especially valuable from the standpoint of the present 
work, since it reproduces an exceptionally complete “Bittiography 
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of Congressional Inquiries 1889-1911,” prepared for the Presi¬ 
dent’s Commission on Economy and Efficiency and published in 
one of that Commission's reports, besides giving a detailed account 
of the more important recent investigations, such as those by the 
Cockrell Committee, 1887-8^, the Dockery-Cockrell Commission, 
1893-95, the so-called Keep Commillee, 1905-09, and the Presi¬ 
dent's Commission on Economy and Efficiency, 1910-13. It will 
be noted that this work was published in 1919. It thus, does not 
contain an account of official commissions and government research 
agencies that have been established since that date or list the pub¬ 
lications of agencies that have been established during the past 
eight years. 

Another list of organizations of this character, with indication 
of their reports “Bibliography; Efficiency and Economy, with 
Special Reference to Stale Government,” by C, B. Galbrealh, pre¬ 
pared for and included in the reports of the Ohio Joint Committee 
on the General Assembly on Administrative Reorganization, 1920. 

Still a third list is that contained in “The Reorganization of 
Stale Government in Nebraska,” by Cora Luella Gettys, Bulletin 
No, 11, Nebraska Legislative Reference Bureau, July, 1922. The 
pamphlet is of especial value not only because it brings the record 
of economy and efficiency commissions more nearly to date, but 
also because of its inclusion of a tabular statement of the action 
taken by the stales in the way of reorganizing their administrative 
systems, and a select bibliography of the subject under the two 
heads of “General Works” and “Public Documents.” Other 
lists are contained in “The Stale Movement for Efficiency and 
Economy, Municipal Research No. 90, October, 1917 ; and State 
Commissions on Economy and Efficiency,” by Chester C. Waters, 
Legislative Reference Bulletin No. 7, Legislative Reference Bureau 
of the Rhode Island State Library, January, 1915. 

A list of these commissions, which is believed to be practically 
complete, follows. The date indicated is that of the report. In 
some cases these reports can probably be obtained by addressing 
the Governor or Secretary of State. 

Alabama: Legislative Investigating Committee, 1915 
Legislative Investigating Committeej 1919 

California: Efficiency and Economy Committee, 1919 

Colorado: Survey Committee of State Affairs, 1910 

Connecticut: Commission to Investigate the Advisability of Consoli¬ 
dating Boards and OommissLoiis, 1915 

Special State Commission to Investigate and Beport on an Ad¬ 
ministrative Code, 1921 

Delaware: State Survey Commission, 1020 
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Georgia: Budget and Investigating Commission,, 191J) 
liliuois: Etfieieney and Economy Commission, 1935 
Indiana: Committee Appoint(id to Make a Survey of Boards and 
Commissions of Indiana, 192.'> 

Towa: Joint Committee on Betrencliment and Reform, 1914 
Kansas: Enic'cncy and Economy Committee, 1916, 1917 
Kentucky : Efliclency Commission, 1924 
Maryland: E-fficiciicy and Economy Commission, 191(5 
Reorganization Commission, 1921 
Massachusetts: Ellicicncj’ and Ecoiioiuy Cf)nimission, 1914, .1915 

Joint Special Committee on Einance and Budget .Procedure, 1918 
Commission on State Administnitioii and Expenditures, 1920-22 
Mivliigan: Community Council Commission, 1921, 

Minnesota: Eilicieiicy and Economy Commission, 1914 

Commission on Reorganization of Civil Administration, 1917 
Interim Committee on Reorganization of the State Government, 
1925 

Montana: Economy and Efiiciency Coiiimiltce. 1920 
^Nebraska : Joint Committee on Reform of .Legislative Procedure of 
Budget, 1914 

New Jersey: Economy and Eiliciency Committoe, 19115 17 
Joint Legislative Survey Committee, 1925 
Nevada: State Survey Commission. 1924 
New York: Committee of Enquiry, 1915 
Reconstruction Commission, 1919 

Special Joint Committee on Taxation ;ind Retrenchment, 1920-20 
Governor: Message on Statutory Consolidation, 1924 
State R(?organizat on Commission, 1926 
The Governor: The Reorganiz(3d State (lovernment, 1926 
North Carolina : State Auditor, 1923 
Ohio: Committee to Investigate State Departincnt, 1915 

tloiiit Legislative Committee on Economy and Taxation, 1926 
Oregon: Consolidation Commission, 1918 

Pennsylvania,: Commission for the Consolidation of State Govern¬ 
ment 1922 

Economy and Eiliciency Commissiun, 1915 
South Carolina : Joint Legislative Committee on Economy 
Texas: Joint Legislative Committee to Investigate the Departments 
of the State Government. 1918 
Virginia: Commission on Economy and Ellicicncv, 1918 

Special Joint Legislative Committee on liivcstjg;ition of State 
Dopartments and Merger and Abolition of Offices, Boards, 
Commissions, etc., J932 

Commission on Simplilicatioii and Economy of State, and Local 
Government, 1924 

Report of Citizens» Committee on Consolidation and Simplilica- 
tion in Local and State Governments, 1926 
Organization and Management of the State Government of 
Virginia 

Report of New York Bureau of Municipal Rc.search, 1927 
United States Government: President's Commission on .Economy and 
Efficiency, 1911-13 

Joint Committee on the Reorganization of t c Administration 
Departments, 1924 

Of the reports of these commissions, those of the President’s 
Commission on Economy and Efficiency, the Efficiency and 
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Economy Commission of Illinois, and the Reconslruclion Commis¬ 
sion of New York are of especial value. In all three of these cases 
extensive use was made of trained investigators and students of 
political science in assembling and presenting the data and in 
formulating the recommendations for action. 

I’ublications of Private Government Research Agencies. 

Of special importance, also, are the publications of the various or¬ 
ganizations which have been created by private efforts for the pur¬ 
pose of subjecting to scientific study the problems of public admi¬ 
nistration generally or those of a particular government. For an 
account of the organization, work, and publications of these bodies, 
see '-‘Organized Efforts for the Improvement of Methods of Ad¬ 
ministration,’* by G. A. Weber, Institute for Government Research, 
Studies in Administration, 19^9. A number of agencies there 
described have since gone out of existence, while others have been 
established. An excellent brief account of the rise and work of these 
agencies is to be found in a pamphlet prepared and issued by the 
Government Flesearch Conference in 1926 under the title of 
“Twenly Years of Municipal Research.” Following is the list 
of the agencies of this character as given in that pamphlet. 

Akron: Bureau of Mnufeipal Kesoarcli of tbc Akron Cliamhcr of 
CoiDiiierrc, (Reorganized 

Arizona: State Tax])aycrs’ Associaiion of Arizona, 1014 
Baltimore: Commission on Ediricin'y and Economy, 1024 
Boston: Boston Finance Commission, 1010 
(’.'ilgary: Citizens’ Rescar<'Ji Leagno of Calgary, 1022 
Canada: Citizens’ Rcsearcli Institute of Caoncla, 1010 
Chicago; Chicago Bureau of Public Efliciency, 1010 
Chicago Common Couiu il Fmance Committee, lOIS 
Cincinnati: Bureau of Municipal Researcli, 102(> 

Clevoljiiid: Municipal Rcsearcli Bureau of Cleveland, 1920 
Dayton: Dayton Research Association, 1012 
DCS Moines: Bureau of Municipil Research of Dcs Moines, 1021 
Detroit: Detroit Bureau of Cxovernmeiit Research, 1010 
Duluth : Taxpayers’ League of St. Louis County, Inc., 1021 
El Paso: Tax and Economy Bureau of the El Paso Chamber of 
Commerce, 1017 

Grosso Point: Citizens’ Association of Gro.sse Point, 102r» 

Hoboken: Bureau of Municipal Research of the Hoboken Chamber 
of Commerce, 1911 

ludiaiuipolis: Civil Affairs Deiiartmeut of the Chamber of Commerce. 
1915 

Kansas City: Kansas City I’liblic Service Institute, 1920 
Los Angelos: Bureau of Budget and Eflieicucy of the City of Los 
Angeles, 1925 

Jlilwatikee: Citizens’ Bureau of Milwaukee, 1914 
Minneapolis; Bureau of Municipal Research of the Minneapolis Civil 
ond Commerce Association, 1913 

Kewark: Bureau of Research of the Ch;iml)er of Commerce of 
Newark, N. J., 1923 

Nevada; Nevada Taxpayers’ Association, 1922 

77 
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New Bedford; New Bedford Taxpayers* Association, -1J)22 
New Mexico: Taxpayers* Association of New Mexico, 1015 
New York City: Commissioner of Acconiits Office, 1873 

National institute of Public Administration (Bureau of Munici¬ 
pal Reseanh), 1900 

Joint Mimic pal Economy Committee, 1020 
Political Bescarcli Bureau, 1922 
Now York State: New York State Association, 1922 
Oakland: Tax Association of Alameda County, 1011 
Ohio: Tlie Oliio Institute, 1913 

Oklalwma City: Bureau of Governmental Resoarcli, 1923 
Pennsylvania: Research Bureau of the Pennsylvania State Chamber 
of Commerce, 1918 

Philadelphia : Bureau of Municipal Research, 1908 
Pittsburgh : Bureau of Costs, 1911 

Bureau of Governmental Research^ 1920 
Portland: Tax Suiiorvising and Conservation Commissjoii of MiiUiio- 
mall Countj^j 1921 

Rochester: Bureau of Municipal Research, 1915 
St. Louis: Bureau of Municipal Research, 1922 
St. Paul: Bureau of Muuicipnl Research, 1921 
San Francisco : Bureau of Government ResCcarclu 3910 
Seattle: The Taxpayi'rs’ League of Seattle, 1910 
Spokane; Taxpayers* Economy League of Spoakane, 1921 
Tacoma: Bureau of Municipal Research, 1923 
Tokyo: Institute for Municipal Research, 1921 
Toledo: Commission of Publicity and Efficiency, 1910 
Toronto; Bureau of Municipal Research, 1914 
Utah: Utah Taxpayers* Association, 1923 
Vancouver: Bureau of Civic Research, 1925 
Washington, B. C.: United States Bureau of Efficiency, 1913 
Institute for Government Research,!916 

In the great majority of cases the reports of these bodies are 
of value only as they bear upon the problems of administration of 
the particular governments with which they are concerned. For 
the most part, also, their reports have been issued in manuscript 
foiiTi and are thus not generally available. The only two organi¬ 
zations which have pursued the policy of preparing reports of 
general interest are the Bureau of Municipal Research of New York 
City, now the National Institute of Public Administration, and the 
Institute for Government Research at Washington, D. C. The 
most important publication of the Bureau of Municipal Research 
of New York City are contained in the serial entitled ‘ Municipal 
Research,” of which Nos. 57 to 95 were issued during the years 
1915-1921. In 1920, the successor to this Bureau, the National 
Institute of Public Administration began the issue of a series of 
studies under the title of “Studies in Public Administration.” The 
following works have appeared in this series: 

The Custody of State Funds, by Martin L. Faust, 1925 
A Bibliography of Public* Administration, by Sarah Greer, 1920 
The Post'Wnr Expansion of State Expenditures, by^narence ITcor, 
1920 
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Ihc National Institute of Public Administration has also issued 
independently of this series the following volume: “The State 
Police: Organization and Administration,” by Bruce Smith, New 
York, 1925. 

The publications of the Institute for Government Research have 
appeared in three series entitled “Principles of Administration,” 
“Studies in Administration,” and “Service Monographs of the 
United Slates Government.” The volumes that have appeared in 
the fu St two of these series are listed below. The third series, when 
completed will embrace some seventy-five volumes, which will give 
an account of the history, activities, organization, etc., of each of 
the important administrative services of the national government. 
To dale 47 volumes have appeared in this series. 

Principles of Administration 

Principles Governing the Retirement of Publie Eniplovccs, by 
Lewis Mcrianij 1918 

Principles of Government Purchasing, by Arthur G. Thomas, 1919 
Principles of Government Accounting and Reporting, by Francis 
Oakoy, 1921 

Principles of Public Personnel Administration, by Arthur W. 
Procter, 1921 

Studies in Administration 

The System of Finance Administration of Great Britian, W, F. 

Willoughby, W. W, Willoughby, and S. M. Lindsajb 1917 
The Budget, by Rene f>tourm; T. Plaziiiski, Translator, 1917 
The Canadian Budgetary System, by H, C. Villard and W. W. 
Willoughby, 1918 

The Problem of a National Budget, by W. F. Willoughby, 1918 
The Movement for Budgetary Reform in the States, by W. F. 
Willough^, 1918 

Teachers’Pension Systems in the United States, by Paul Studen- 
fiky 1920 

Organized Efforts for the Improvement of Methods of Adminis¬ 
tration in the United States, by Gustavus A. Weber, 1919 
The Federal Services; A Study of the System of Personnel Admi¬ 
nistration of the United States Government, by Lewis Mayers, 
1922 

The Reorganization of the Administrative Branch of the National 
Government, by W. F. Willoughby, 1923 
The Development of National Administrative Organization in the 
United States, by L. M. Short, 1923 
The Statistical Work of the National Government, by Laurence 
F. Schmeckebier 1925 

Manual of Accounting and Reporting for the Operating Services of 
the National Government, by Henry P. Seidemann, 1925 
The National Government and Public Health, by James A. Tobey, 
1926 

The Department of Justice of the United States, by Albert Laiige- 
luttig, 1927 

The National Budget System, with Suggestions for Its Improve¬ 
ment, by W, F. Willoughby, 1927 

The Legal Status and Functions of the General Accounting Office 
of the National Government, by W. F. Willoughl»y, 1927 
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City Surveys. As regards ihe problem of municipal adminislralion 
a limited, but valuable, source of information are the published 
reporls of comprehensive investigations that have been made of 
the organization and administrative procedure of particular cities. 
These studies are usually designated as “City Surveys.** The 
great bulk of these surveys have been made by the New Yoik 
Bureau of Municipal Research, acting for the most part on behalf 
of local organizations. Miss Greer, in her “A Bibliogiaphy of 
Public Administration,” states that this bureau has made about 
250 surveys of this character. Only in part have the reports of 
these investigations been put in printed form. The most important 
surveys for which pi inlcd reports were prepared are listed below. 


AtUinta, On. Oi‘g;iuizntion mid AdiniiustiMtion of tlic City Govcni- 
iiK'iil of Atlanta, Ga. 

Atlanta Cliainbor of Coninicrco, lt*.12 
By tlie Now York Diiroan of Mimicijial Bosearrdi 
Bridgopoit, Conn. TIicCityof Bridirc?porl, Conneciit'Ul ; A Study of 
Orga.nizat ion and Prooednre, 11'13 
By Peter Wliite 

Columlins, Ohio- Ropoi 1 on n Sni voy of tlio City Govcrnjncnt 
Coluinliiis City Council, 

By the New Ytirk Bureau of Muiiioipal Resoaroli 
DenvcM*, Colo. City and C^ounty of Denver; Report r)ti a Survey of 
Certain T)ep;irtnicnt;.s 

Colorado Taxpayers’ Protcotive League, 10]4 
By tlio New York Bureau of Muiii^dpal Rosc.m*<*li 
Indianapolis. Tiid. Report on a Survey of tlie City Govcniment 
Tndianr;])olis Cliambcr of Commerce, 19]7 
By the Nt»w York Bureau of Municipal Research 
.Jamestown N, Y, A Goiicral Administrative Siyvcy of the City of 
Jamestown 

.Tame.stown Bo.vrd of Commerce, 1017 
By the New York Bureau of Municipal Research 
Kansas City. Mo. Report on a Suivcy of the Government, 1915 
By the New York Bureau of Municipal Research 
Los Angeles, Calif. Report on a Preliminary Survey of Certain 
Departments 

Municipal League of Los Angeles, 1913 
By the New York Bureau of Municipal Research 
Memiihis, Tenn. Memphis; a critical study, 1909 
By the Bureau of Municipal Research, Memphis 
New OrleainSj La. Administrative Survey of the Government 
New Orleans Municipal Survey Commission, 1922 
By the New York Bureau of Muiiitripal Research 
New York, N. Y. Government of the City 

Prepared for the Constitutional Convention, 191.5 
By the Commissioners of Account of New York City and the 
New York Bureau of Municipal Research, 1915 
Norfolk, Va. Report on a Survey of the City Government 
Norfolk City Council, 1915 
By the New York Bureau of Municipal Research 
Portland, Ore Organization and Business Methods^of the Govern¬ 
ment 
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By tlioNow York Burenu of Municipal Besoarcli, 1013 
Reading, Pn. Report on a Survey of Municipal Departments and the 
School Districts 

Reading Chamber of Commerce, 1015 
By the New York Bureau of Municipal Research 
Richiiioiid, Va. Report on a Survey of the City (loveriimont 
Ricliiiioiid, Civil Association, 1017 
By the New York Bureau of Municipal Re'^carch 
Rochester, N. Y. Government of City of Rochester, N. V. Description 
of Orgaui/.ation and Functions 

Transmitted to the New York State Constitutional Coiivoutiou 
Rochester Bureau of Municipal Research, 10J5 
By the New York Bureau of Municipal Research 
St. Louis, Mo. A Preliminary Survey t»f Co»-tain Departments 
City Council of the thty of St. Louis, lOlO 
By the New York Bureau of Municipal Research 
San Francisco, (.‘alif. Survey Report 

San Francisco Re:il Estate Board, IHIO 
By the New York Bureau of Municipal Research 
Springfield, Mass. Organization and Administration of the City 
Government, li>13 

By the New York Bureau of Municipal Research 

Organization of City Government. There is little or no 
special literature dealing with the organization of the administra¬ 
tive services of municipal government. The subject, however, is 
considered in all works dealing with the problems of municipal 
government and administration. Especially is this true of those 
cited under the heading “General Works on American Govern¬ 
ment.” The administrative organization of particular cities is also 
considered in detail in the volumes cited under the Leading “City 
Surveys” and in the publications cited under the heading “Pub¬ 
lications of Private Government Research Agencies.” The litera¬ 
ture dealing with the commission and the general-manager forms 
of municipal government likewise contains much of value dealing 
with this subject. A recent article on the subject is “The Trend of 
Reorganization in City Government,” by Edward T. Paxton, 
Annals of the American Academy of Political and Social Science. 
May, 1924. 

Organization of the National Government. From the his¬ 
torical and descriptive standpoint, the most important works with 
the organization of the national government are “The Develop¬ 
ment of National Administrative Organization in the United States,” 
by Lloyd M. Short, Institute for Government Research, Studies in 
Administration, 1923; “The National Administration of the United 
States, ” by John A. Fairlie. 1905, ‘•Federal Departmental Organi¬ 
zation and Practice,” by S. C. Thorpe, 1925; “The President's 
Cabinet: Studies in the Origin, Formation and Structure of an 
American Institution,” by H. Barrett Learned, 1912; *‘The De¬ 
velopment of the Executive Departments, 177^-1789,” by J. C. 
Guggenheimer (in J. F. Jameson’s “Essays in the Constitutional 
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History of the United Slates^’), 1889; and the ‘'Service Mono-* 
graphs of the United States Government,’* Institute for Govern¬ 
ment Research. 1918-1 fi27. 

Current information of a summary character regarding the 
organization of the national government may be obtained from 
the ‘‘Congressional Directory,” of which one or more editions are 
issued annually and in greater detail from the “Annual Budget,’^ 
which is sent to Congress in December of each year. The “United 
Slates Daily,” published at Washington, D. C., also contains charts 
of the organization of departments and bureaus and summary 
statements of the activities of the several services. 

From the critical and suggestive standpoint, the most impor¬ 
tant works are: “The Reorganization of the Administrative Branch 
of the National Government,” by W. F. Willoughby, Institute for 
Government Research, Studies in Administration, 1928; a brief 
summary of this volume published by the Institute for [Govern¬ 
ment Research as a pamphlet “Reorganization of the Administra¬ 
tive Branch of the National Government; An Imperative Need to 
Secure Efficiency in the Conduct of National Affairs,” 1923; 
‘‘Reorganization of the Executive Departments: Letter from the 
President of the United Stales to Waller F. Brown, Chairman of 
the Joint Committee on Reorganization of the Government Depart¬ 
ments. Transmitting a Chart Exhibiting in detail the Present 
Organization of the Government Departments and the Changes 
Suggested by the President and the Cabinet” (S. Doc. S02, 67th 
Cong. February 13, 1923. Serial 8171) ; “Hearings before the 
Joint Committee on Reorganization of the Administrative Branch 
of the National Government,” January 7 to 31, 1924; and “Report 
of the Joint Committee on Reorganization of the Administration 
of the Administrative Departments June 3, 1924*’ (H. Doc. 356, 
68ih Cong., Serial 8274.) 

Important works dealing with particular phases of the reorgani¬ 
zation of the national government are: “The National Government 
and Public Health,” by James A. Tobey, Institute for Government 
Research, Studies in Administration, 1926; and Report of Com- 
milte on Organization of Federal Public Works,” American En¬ 
gineering Council, 1926 (in the Congressional Record, March 9* 
1927); various “Reports'' of the President's Commission on 
Economy and Efficiency, 1911*1931; and reports of congressional 
investigations in early years, a list of which is to be found in 
“Organized Efforts for the Improvement of Methods of Adminis¬ 
tration in the United >States,"by G. A. W'eber, Institute for Govern¬ 
ment Research, Studies in Administration, 1919. 

Periodical articles dealing with this subject are: “Government 
Service Reorganization.’’ by W. F, Willoughby, Proceedings, Ninth 
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Annual Meeting Chamber of Commerce of the United Stales, 1921 
(published as a pamphlet) ; ‘‘Administrative Reorganization in the 
Federal Government,** by A. N. Holcombe. Annals of the American 
Academy of Political and Social Science, May, 1921 vol, 93; “The 
Reorganization of the Federal Government,” F. A. Cleveland, 
Proceedings of the Academy of Political Science, l:j21 vol. 9: 
“Reforms in the Federal Government,*’ by Senator Reed Smoot, 
Proceedings of the Academy of Political Science, 1921; “The 
Problem of the Reorganization of the Federal Government. ” by 
Herbert Hoover, Proceedings of the Academy of Political Science, 
1921, vol. 9; “Important Aspects of Administrative Reform in the 
Federal Government,'* by Will H. Hays, Proceedings of the 
Academy of Political Science, 1921. vol. 9; and “Ihe Place of 
the Department of Agriculture in the Reorganization of the 
Federal Government,” by Henry C. Wallace, Annals of the Ameri¬ 
can Academy of Political Science, May, 1924, vol. 113. 

Organization of the State Governments. The most important 
sources of information regarding the organization of state govern¬ 
ments are the reports of the economy and efficiency commissions, 
a list of which has been given, the acts passed to put the recom¬ 
mendations of those commissions into effect, which are usually 
designated as administrative codes or civil administrative codes 
messages of governors urging the reorganization of the administra¬ 
tive systems of their states, the proceedings and other publications 
of recent state constitutional conventions and particularly those of 
Illinois, Massachusetts, and Pennsylvania, and the annual reports 
of the heads of the new administrative departments that have been 
created. A list of governments’ messages dealing with the problem 
of administrative reorganization other than those of recent date is 
given in “The Reorganization of Stale Government in Nebraska,” 
by Cora Luella Gettys, Bulletin No. 11, Nebraska Legislative 
Reference Bureau, July, 1922. 

The movement for the organization of the administrative 
branches of the state governments has been followed rather closely 
by the several political science reviews, particularly the “American 
Political Science Review." the “National Municipal Review,” and 
the “Annals of the American Academy of Political and Social 
Science." The files of these periodicals contain numerous article? 
on the subjects descriptive of the movement generally or the actio i 
taken in particular states. Following is a list of the more important 
of these articles which relate to the movement generally: 

Reform of Our State Govoviimcnts 
By Gamaliel Bradford 
Annals, Vol. 4,1.894 

Recent Tendencies in State Administration 
By Leonard A. Blue 
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Aniijils, Vol. 18, liK)l 

Growth and Future of State Boards and Commissions 
By F. H. White 

Political Science Quarterly, Vol. 18, 1003 
The Keorganizatioii of State Government 
By Ilcrinan G. James 

American Politiral Science Review;, Vol. 0, 1015 
Reconstructing State Government 
By Charles A. Beard 

New Republic, Vol. 4 (Suppleme]il), August I’l, 1015 
State Reorganization and the Federal Problcin 
By W. F. Dodd 

Proceedings of the Ac idcmy of Political Science, Vol. 0,1021 
A Survey of State Executive Organization and a Plan of Reorga¬ 
nization By Charles IT. Crennan 
Doctor’s thesis, University of Pennsylvania, lOlG 
New Administrative Agencies 
By F. G, Bates 

American Political Science Review, Vol. 10, August, 1010 
The State Movement for Eihciency and Ecoiiomy 
By Raymond Moley 

Municipal Research. No 00. October, 1017 
The Movement for the Reorganization of State Administration 
By O. G. Haines 

University of Texas, Bulletin. Govenimoiit RcsCiarch Scries, 
1818, August 25, 1018 
The Conflict over Co-ordination 
By J, M. Leake 

American Political Science Review, Vol. 12, 1018 
Responsible Form of (lovernuieiit 
By S. R. McKelvie 

Review of Reviews, Vol. 01, March, 1020 
State Administrative Reorganization 
By W. F. Dodd 

American Bar Association Journal, Vol. 7, August, 1021 
State Adniinistr.atiou Reorganization 
By J, M. MatheW'S 

American Politic.al Science Review^, V’ol. 10, August, 1022 
Dogmas of Administrative Reform 
By F. W. Coker 

American Political Bficncc Review, Vol. 10, August, 1022 
Who Should Organize State Administration ? 

By F. P, Blachly 

South-western Political and Social Science Quarterly, Vol. 4, 
September, 1913 

State Welf.are and Consolidated Government 
By C. E. McCombs 

National Municipal Review, Vol. 13, August, 1024 
Reorganizing State Government 
By W. F. Dodd 
Annals, Vol. 113, May, 1924 
Administrative Consolidation in State Governments 
By A. E. Buck 

National Municipal Review, Vol. 8 (Supplement), November, 
1910, Revised Ed. Scptcmlicr, 1922, 3cl Ed., August, 1924 
Recent Steps Toward Administrative Consolid.ation in State 
Governments ^ 

National Municipal Review, Vol. 14, November, 1925 
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The State Beorganization Movement 
By William H. Edwards 
North Dakota Law Eeview, 1927 

A list of articles dealing wilh the reorganization of particular 
slates follows. 

Arkansas 

Synopsis of Present Organization of Stale Government, Chart 
By Van B. Sims, State Comptroller 
Little Bock. 1921 

Administrative Beorganization with Special Beferente to Arkansas 
By D. Y. Thomas 

IJuivorsity of Arkansas, Bulletin General Extension Division, 
September; 1921 

A Proposed Plan for Administrative Beorganization in Arkansas 
By D. Y. Thomas 

South-western Political and Social Science Quarterly, Vol.2, 
June, 1921 

California 

Plan for Beorganization of the State Government 
California Taxpayers’ .Journal, October, 1919 
The Besearclr Activities of Departments of the State Government 
of California in Belation to the Movement for Beorganization 
By James B, Douglas 

Bulletin, National Bescarch Council, June, 1921 
Plan of Beorganization of the State Government of California, 
with Chart, Summary and Proposed Bill 
California Taxpayers’ Association, January, 21, 1921 
Administrative Consolidation in California 
By Josephine Hoyt 

American Political Science Beview, Vol. 35, November, 1921 
Colorado 

The Work of the Colorado Tax CommiBsion: A Beport Prepared 
for the Colorado Survey Committee of State Affairs 
By Eobert M. Haig 
Pamphlet, 1916 

Idaho 

State Adminiatrative Beorganization in Idaho and Nebraska 
• By John P. Senning 

American Political Science Beview. Vol. 13, November, 1919 
IIow Administrative Consolidation is Working in Idaho 
By Governor D. W. Davis 

National Municipal Beview, Vol. 8, November, 1919 
Idaho’s Now State Consolidation Law 
California Taxpayers’ Journal, January, 1926 
Idaho Sets Its House in Order 
By H. T. Lewis 

National Municipal Beview, Vol. 8, May. 1919 

Illinois 

Government Beo^anization in Illinois 
By John A. Fairlie 

American Political Science Beview. Vol. 9. May. 1915 


78 
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IlHnois Administrative Code 
B 7 John A. Fairlie 

American Political Science Eeview, Vol. 11, May. 1917 
Consolidation of Government Agencies in Illinois 
By W. F. Dodd 

National Municipal Bcview, Vol, C, May» 1917 
Executive Besponsibility in Illinois 
By Governor Frank O. Lowden 

Proceedings of Academy of Political Science, Vol. 8 . July. 1918 
The Illinois Civil Administrative Code 
By Charles E. Woodward 

Proceedings of the Academy of Political Science, Vol. 8 ^ July, 
1918 

I’roblcms of Civil Administration 
By Governor Frank O. Lowden 
North American Review, Vol. 210, August, 1919 
Illinois Adopts Business Management 
By Governor Frank O. Lowden 
The Nation’s Business. Vol. 7, February, 1919 
Administrative Reorganization In Illinois 
By J. M. Mathews 

National Municipal Eeview, Vol, 9 (Supplement), November, 
1920 

Organization of the State Executive in Illinois 
Illinois Law Review, Vol. G June. 1911 
Reorganization in Illinois and Its Results 
By Governor Frank O. Lowden 
Annals, Vol, 113, May, 1924 

Illinois Administrative System: What It Has Accomplished 
By A, E. Buck 

National Municipal Review, Vol. 11, November, 1922 

Indiana 

Administrative Reorganization in Indiana 
By Charles Kettleborough 

American Political Science Review. Vol. 13. November, 1919 
Iowa 

Administrative Reorganization in Iowa 
F. A, Horack 

American Political Science Review. Vol. 9, May, 1915 
Reorganization of State Government in Iowa 
By F. A. Horack 

Iowa Applied History Scries, Vol, 2, 1914 

Kansas 

The Reorganization of State Government in Kansas 
By C. A. Dykstra 

American Political Science Review, Vol. 9, May, 1915 
Maryland 

Administrative Reorganization in Maryland 
By Niels H, Debel 

American Political Science Review, Vol. 16, November, 1922 
Massachusetts 

Administrative Control in the Commonwealth of MassachuRCtts 
By Morris B. Lambie 
Annals. Vol. 118, May, 1924 
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'Michigan 

Unscrambling Michigan’s Governmont 
By L. D. Upson 

National Municipal Beview, Vol. 10, July, 1921 
The Organization of State Administration in Michigan 
By T. H. Road and E. B, Schulz 

Detroit Bureau of Governmental Besearcli, Public Business, Vol. 
Til, No. 10 1924 

Minnesota 

The Reorganization of the Administrative Branch of the Minnesota 
Government 
By J. S. Young 

American Political Science Review, Vol. 20, February, 1920 
Operation of Minnesota’s Administrative Governmont under Reorga¬ 
nization 

By Mrs. Frederick W. Wittich 

Minnesota Municipalities, Vol. 12, May, 1927 

Missouri 

Administrative Reorganization in Missouri 
By W. W. Hoi lings worth 

Washington University Studies, Vol. 8, Humanistic Series No. 2, 
1921 

Public Administration in Missouri 
By Eugene Pa ir 

Bulletin, State Teachers College, Political Science Series, No, 1, 
1923 

NehrasJea 

State Administrative Reorganization in Idaho and Nebraska 
By J. P. Senningf 

American Political Science Beview, Vol. 13, November, 1919 
A Responsible Form of Government: A discussion of the Civil Ad¬ 
ministrative Code 
By Governor S. B. Me. Kelvie 
Pamphlet, 1919 

A Responsible Form of Government 
By Governor S. R. McKelvie 
Beview of Reviews, Vol. 01 , March, 1920 
Nebraska’s Reorganized State Administration 
By A. E. Buck 

National Municipal Review, Vol. 11, July 1922 
The Reorganization of State Government in Nebraska 
By Cora Luella Gettys 

Nel)ra 8 ka Legislative Referciieo Bureau Bulletin No. 11, July, 1922 
Was Nebraska’s Reorganized State Administration Repudiated at 
the Last Election T 
By Riilph S. Boots 

National Municipal Review, Vol. 10 , February, 1923 
New York 

Administrative Reorganization in New York State 
By Finla G. Crawford 
University of Syracuse Press, 1925 
New York State Beorganizes 
By B. S. Childs 

National Municipal Beview, Vol. 15, May, 19^1* 
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Ohio 

Aclministralivo Reorganization in Ohio 
By W. V. I)o(ld 

American Political Science Review, Vol. 15, August, 1921 
Administrative Organization: Ohio and Other States 
By Karl T. Perris 
OIpo State University Thesis, 1921 
Four Years Under the Ohio Reorganization Code 
By James K. Pollack, Jr. 

National Municipal Review, Vol. 14, September, 1925 

Oregon 

Reorganiz.at’ou of State Government in Oregon 
By J. D. Barnett 

American Political Science Review, Vol. 9, 1935 
Pennsylvania 

Fiscal and Administrative Reorganization in Pennsylvania 
B3^ Clyde L. King 

“Legislative Notes and Reviews,American Political Science 
Review, Vol. 17 November, 192.3 


Tennessee 

Tennessee Adopt.s Administrative Consolidation 

National Miinici]>al Review, Vol. 12, March, 1923 
Administrative Reorganization in Tennessee 
By A. K Buck 

National Municijial Review, Vol. 12, October, 1923 


Texas 

Officers, Boards and Commissions of Texas 

Legislative Reference Bureau Bulletin No. 3,1910 
Officers, Boards and Commissions of Texas 
By P. M, Stewart 

University of Texas Bulletin, No. 1854, September, 1918 
The Reorganization of State Administration in Texas 
By Frank M. Stewart 

Univcr.sity of Texas Bulletin, No. 2507, 1925 
V irginia 

Reorganization of the State Administration 
By Bruc Williams 

Virginia Law Review’, Vol. 8, April, 1922 
Virginia Proposes Simplification and Economy in Government 
By Robert H. Tucker 

National Municipal Review, Vol. 14, November, 1925 
Washington 

Toward Simplified State Government in Washington 
By Governor Louis P. Hart 
National Municipal Review, Vol. 10. Juno, 1921 
New Civil Administrative Code of Washington 
By W. S. Davis 

American Political Science Review, Vol. 15, November, 1921 
Efficiency and Economy Under the Administrative Code 
By Governor Louis F. Hart 
Seattle, April 22,1988 
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Public Personnel Administration: Bibliographies. For 

what is known as the Civil Service Reform Movement; that is, the 
movement for the abolition of the spoils system and the establish¬ 
ment in its place of the merit system, the best li.st of authorities is 
the “Bibliography of Civil Service Reforms and Related Subjects,” 
published by the Women’s Auxiliary to the Civil Service Reform 
Association at New York in 1900, the third edition of which 
appeared in 1923. Another bibliography of value is the “List of 
Reference on the Civil Seivice,” contained in the Twenty-first 
Annual Report of the United States Civil Service Commission, 
1905. A select bibliography covering the whole subject of public 
personnel administration is given a.s an Appendix in “Principles of 
Public Personnel Administration,” by Arthur W. Procter. Institute 
for Government Research, Principles of Administration, 1921. 
Special bibliographies relative to civil service, retirement and 
teachers* pension system are contained in “Principles Governing 
the Retirement of Public Employees,” by Lewis Meriam, Institute 
tor Government Research, Principles of Administration. 1918; 
and “Teachers’ Pension Systems in the United States,” by Paul 
Studensyk, Institute for Government Research, Studies in Adminis¬ 
tration, 1920. 

Public Personnel Administration : General. The primary 
sources of information regaiding public personnel administration 
in the United Stales are: the laws and provisions of municipal 
charters regulating the personnel systems of the governments to 
which they relate; the publications of civil service commissions, 
national, stale and municipal, consisting of annual reports, rules 
and regulations, examination questions, in.slruclions to candidates 
for entrance into the public service, etc. ; the Proceedings of the 
annual meetings of the National Assembly of Civil Service Com¬ 
missions; the nineteenth of which appeared in 1926; the Proceed¬ 
ings and special publications of the National Civil Service Reform 
League, and the reports and publications of state and municipal 
reform leagues or societies. The National Assembly of Civil 
Service Commissions has also published pamphlets dealing with 
such subjects as “A Standard Civil Service Law,” “Efficiency 
Ratings,” “Examination Standards,” etc. The publications of 
civil service reforms organizations are listed in detail in the 
“Bibliography of Civil Service Refoims and Related Subjects,” to 
which reference has already been made. 

The National Civil Service Reform League publishes a monthly 
entitled “Good Government,’* which is chiefly of value for the 
comment it contains on matters of current interest affecting the 
merit system. This periodical was first issued in 1892 and repre- 
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sents a consolidation of the “Civil Service Record,** published by 
the Civil Service Reform Associations of Baltiinoie and Cambridge 
from 1881 to 1892, and the “Civil Service Reformer,** published 
in Baltimore from 1881 to 1892. 

The recently organized Bureau of Public Personnel Adminis¬ 
tration issues a periodical, the first number of which appeared 
October 15, 1923, entitled “Public Personnel Studies.’* This has 
the special value of dealing with, not only general phases of public 
personnel administration, but also the technical questions that have 
to be handled by civil service commissions and other officers 
charged with the handling of personnel problems. 

The only work treating in a broad way with all the problems 
of personnel administration is “Principles of Public Personnel 
Administration,** by Arthur W. Procter, Institute for Government 
Research, Principles of Administration, 1921, 

In addition to the foregoing there is an interesting body of 
literature dealing with the “spoils system” and the attempt to 
substitute for it the “merit system.” This literature is concerned 
only incidentally with the technical problems of personnel adminis¬ 
tration. For the most part it deals only with the problem of the 
purification of political life and the establishment of a more equi¬ 
table and efficient system of recruiting public peisonnel. Among 
such works the most valuable are; “Civil Service and the Patron¬ 
age,” by C. R. Fish. 1905; “Corruption in American Politics and 
Life,” by R. C. Brooks, 1910; “Orations and Addresses.” by 
George William Curtis, 1894, the second volume of which contains 
addresses on civil service reform matters; and “Fighting the 
Spoilsman” by William Dubley Foulke, 1919. 

Among recent articles dealing with general phases of personnel 
administration may be mentioned “The Civil Service in the Modern 
State,’* by Herman Finer, American Political Science Review, 
Vol. 19, May 1925; “Private and Public Employment Contracts,” 
by C. R. Woodruff. American Journal of Sociology, Vol. 29, 
September, 1923; “Basic Principles of Personnel Management in 
Government Economy,” by Henry S. Dennison, Annals of the 
American Academy of Political and Social Science, May. 1924: 
‘•Personnel Research Agencies,” by J. David Thompson Bulletin 
of United States Bureau of Labour Statistics, November, 1921, 
and ‘‘The Functions of the Courts in Enforcing the Wisconsin 
Civil Service Law,” by W. G. Rice, Wisconsin Law Review, Vol, 
2* October, 1923. 


PerBonnel System of the National Government. Informa¬ 
tion legarding the number, character and compensation of 
federal employees is to be found in the following documents; 
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Tables showing Ibc Niiniber and Positions in the Executive Civil 
Service of the United States, Classified and Unclossided, on 
June .30, 1800; Their compensation by Grades and Classes 
and their Status under Civil Service Rules. Compiled 
by Theodore Do Land, U. S. Civil Service Commission, 
1897. 

The Executive Civil Service of the United States. Bulletin NO. 12, 
U. S. Burc.au of the Census, 1904. 

Statistics of Employees, Executive Service of the United States 
Bulletin No. 94, U. S. Bureau of the Census, 190S. 

Official Register of the United States. U, S. Bureau of the Cen¬ 
sus. Published biennially until 1921, .annually in abridged form, 
since 1925 

General Information in regard to the United States Civil Service. 

Pamphlet. U. S. Civil Service Commission,, 1923 

Aniiiuil Reports cf Ihc U. S. Civil Service Commission 

The Budget, Annually. U. S. Bureau of the Budget 

The budget contains two specially compiled statements, the one 
showing the average number of employees, average salary rale, 
and total salaries paid of the personnel of the executive depart¬ 
ments and independent establishments in the District of Columbia 
classified under ihe classification act of 1923, classified by services, 
grades, and departments or establishments; ihe other summarizing 
this information for all services and grades combined by depart** 
ments and establishments. 

For general information the most important source of informa¬ 
tion is the annual reports and other publications of the United 
States Civil Service Commission. Special reference may be made 
to the Twenty-first Annual Report, 1905, which contains a chrono¬ 
logical list of reference to Congressional Documents and a sepa¬ 
rate list of reports issued by the executive services bearing upon 
personnel matters. Ihe **Report of the Congressional Joint Com¬ 
mission on Reclassification of Salaries” and the other documents 
listed under ^Classification of Personnel; National Government,” 
though primarily concerned with the classification problem, contain 
a great mass of valuable data regaiding other phases of personnel 
administration* Other official publications of value are: 

Report from tlic Committee on Civil Service and Retrcncbmciit (Pen¬ 
dleton Report) 8. Rep. 57d,47tli Gong. 1st Sess, 1822, Serial 
2006 

Methods of Appointment. Appendix No. 3, Reports of tlie President's 
Commission on Economy and Eflieiency. H. Doc. 670, 62d Cong., 
April, 1912, Serial 6298 

Letter from the President of tlie Civil Service Commission Trans¬ 
mitting Information in Response to Senate Resolution of Feb¬ 
ruary 1.5, 1932, Relative to Persons Admitted into the Classi¬ 
fied Civil Service through Examinations or Otherwise. Sen. 
Doc, 442, 62d Cong., March 20, 3912. Serial 6175 
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During the war the national government found itself confronted 
with many problems of employment management. The results 
of its studies having in view the solution of these problems have 
been in part published. The most important of these publications 
are: “Handbook on Employment Management in the Shipyard,’* 
1918; “Shipyard Employment,” prepared by Bureau of Vocational 
Guidance, Harvard University, 1918, for the Emergency Fleet 
Corporation; “Report of the Shipyard Employment Managers' 
Conference,” 1918, issued by the Emergency Fleet Corporation; 
and the “The Personnel System of the United States Army in 1919,” 
2 volumes, issued by the War Department. 

Turning to private publications, especial mention should be 
made of ‘‘The Federal Service, A Study of the System of Personnel 
Administration of the United States Government,” by Lewis 
Mayers, Institute for Government Research, Studies in Adminis¬ 
tration, 1922. This volume gives what is probably the most com¬ 
prehensive study that has ever been made of the personnel system 
of a government. In addition to giving a detailed description of 
the system, it subjects this system to critical examination with the 
view of pointing out wherein it fails to meet the requirements of a 
proper system of personnel administration. 

Among periodical articles relating specially to the personnel 
system of the national government, mention may be made of: 
‘‘Some Phases of the Federal Personnel Problem,” by Lewis 
Mayers. American Political Science Review, Vol. 14. May 1920; 
and “Efficient Organization of the Personnel in Administration,” 
by W. F. Willoughby, Proceedings of the Academy of Political 
Science, Vol. 10, January, 1923. 

For current information regarding personnel matters “The 
Federal Employee,official organ of the National Federation of 
Federal Employees, published monthly at Washington, may be 
consulted with profit. 

Personnel Systems of the Slates and Municipalities. The 
primary sources of information regarding personnel administration 
in the state and cities have been indicated under the heading 
“Public Personnel Administration: General.” Secondary sources 
are chiefly in the form of articles in periodicals, addresses, and 
pamphlets, of which it is not practicable to give a complete enume¬ 
ration. Mention, however, should be made of the following as 
presenting recent and unusually careful studies of the problems 
that confront municipalities in organizing and determining the 
functibns of civil service commission: “The Character and Func¬ 
tioning of Municipal Civil Service Commissions^n the United 
Stales, Report of the Committee on Civil Service, Governmental 
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Researcli Conference of the United States and Canada. Submitted 
at the Annual Meeting at Cleveland, June 13, 1922; “Employment 
Management in Municipal Civil Service: A Program,” Report of 
the Committee to the National Municipal League, 1922; “Condi¬ 
tions of Municipal Employment in Chicago: A Study in Morale,” 
Report submitted to the City Council by Leonard D. White, 
January 10, 1925; “The Merit System in Chicago from 1895 to 
1915.” by Joseph B. Kingsbury, Public Personnel Studies, Novem¬ 
ber, 1925, February, 1926. May, 192C, and June, 1926; “The 
Merit System in Chicago 1915 to 1923,” by Joseph B. Kingsbury, 
Public Personnel Studies, November, 1926; “Progress in Municipal 
Civil Service: A Review of Recent Reports,” by F. W. Coker, 
National Municipal Review, Vol, 5, October. 1916; “Personnel 
Policies of the State of Pennsylvania,” Report of the Pennsyl¬ 
vania Civil Service Commission, ^January, 1923; “The Work of 
the Board of Examiners of the New York City Board of Education 
by Fred Telford Public Personnel Studies. December. 1924; 
“The Merit System under the City Manager,” by Henry W. 
Marsh, F^ublic Personnel Studies, December, 1925; “The Merit 
System under the CounciLCity Manager Government, by Col. C. 0. 
Sherrill, Public Personnel Studies. November, 1926; “The Merit 
System in Government,” Report of the Conference Committee on 
the Merit System, National Municipal League, 1926; and “Em¬ 
ployment Management in Municipal Civil Service; A Report with 
Comments Pro and Con,” National Municipal League, 1923. The 
last two names are of unusual value and contain the best consi¬ 
deration of the general problem now in existence. The scope of 
the last named can be seen from the following reproduction of its 
contents: 

1 . Beport of the Committee 

2 . Co operation between Personnel Authority and Department Heads, 

by L. D. White 

3 . The Selection of the Civil Service Commissioner, by Alfred Bett- 

man 

4 . Civil Service and the City Manager 

5 . Report of the Civil Service Committee Reviewed from a Non* 

Political Administrative Viewpoint, by A. M. Waito 

6 . Committee's Proposals Unworkable, by Robert Moses 

7. Vitalize Civil Service by Better M inagement, by F. O- Lowden 

H. The Merit System and the Commission, by Robert Catherwood 

9. Civil Service Reformers as Enemies of Good Government by 

George C Sikes 

10. Co-operation rather than Protection as the Prime Function of 

Civil Service 

11 . The Personnel Functions in Public Service, by Allen M. Buggies 

12 . Report Analyzed by a Chief Examiner, Charles S. Shaughnessy 

13. One Commissioner or Three? by 0. R. Woodruff 

14. Has the Merit System Gone to the Dogs? by Fred Telford 

15. Spoils System Still an Active Factor, by W. D. Foulke 

79 
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Classification of Personnel: General. The most important 
literature dealing with ihe problem of the classification of public 
personnel consists of the reports on the classification of the per¬ 
sonnel of particular governments which are listed under subsequent 
heads. The problem as such has, however, been handled by a 
number of writers in contributions to periodicals, particularly 
“Public Personnel Studies,” published by the Bureau of Public 
Personnel Administration. A list of the more important of these 
articles follows: 

The Standardization of Public Employment?, Municipal Research 
Nos. C7, November, 1915, August, 1916 

Standardization of Salaries and Grades in Civil Service, by Robert 

Moses, AmcricMi! Political Science Review, Vol. 10, May, 1916 

Standardization of Salaries in American Cities, by W. C. Beyer, 

National Municipal Review, Vol. 9, June, 1920 

Employment Standardization in ihe Public Service, by W.C. Beyer, 

National Municipal Review, Vol. 9, (Supi)lement) , June, 1920 

The Uses of a Personnel Classification in the Public Service, by 
Lewis Meriam. Annals. Vol. 113, May, 1924 

Methods of Developing and Administering Classification and Com¬ 
pensation Plans in the Public Service, l)y Fred Telford, Annals, 
Vol. 113, May, 1924 

The Classifiejition and Salary Stfindardization Movement in the 
Public Service, by Fred Telford, Annals, Vol. 113, May, 1924 

How Shall Salaries of State Employees be Fixed? by Clyde L. King 
Annals, Vol. 113, May, 1921 

The Origin of the Modern Occupational Classification in Personnel 
Administration, by Edwin O. Griffenhagen, Publi(? Personnel 
Studies, September, 1924 

The Uses of an Occupational Classification of Positions, Public Per¬ 
sonnel Studies, October, 1924 

The Principles and Technique of Preparing an Occupational Classi¬ 
fication of Positions in the Public Service, by Edwin O. Griffen- 
hagen, Public Personnel Studies, November, 1924 

The Principles and Technique of Preparing a Plan of Compensation 
for Positions and Employees in a Large Organization, by Edwin 
O. Griffenhagen and Fred Telford, Public Personnel Studies, 
January, 1925 

The Contents, Form and Arrangement of the Printed Classification 
and Compensation Plans, by Fred Telford, Public Personnel 
Studies, February, 1925 

The Titles in an Occupational Classification Plan, by Fred Telford 
Public Personnel Studies, May, 1925 

Mention, finally, should be made of the special volume pub¬ 
lished by the Bureau of Public Personnel Administration in 1927 
“Proposed Classification and Compensation Plans for Library Posi¬ 
tions.” This undoubtedly is the most complete and careful study 
ever made of classifying for compensation and odTer purposes a 
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particular profession or class of employees. It was made for, and 
in close co-operation with, the Committee on Classification of 
Library Personnel of the American Library Association. It has 
a special importance as a case study and one relating to a pro¬ 
fession for the whole country rather than a class of employees in 
a single government. 

Cla^gification of Personnel: National Government. The 
primary sources of information regarding the classification of 
federal employees are the reports of official commissions, hearings 
before congressional committees, reports of committees on bills 
providing for the classification of personnel, and the report and 
other publications of the Civil Service Commission and the Per¬ 
sonnel Classification Board. Following is a list of the more 
important of these documents: 

Committee on Departmental Methods (Keep Committee)^ Classifica¬ 
tion of Positions and Gradation of Salaries, 1907 
Kcport of tlic Congressional tioint Commission on Eeelassification of 
Salaries, H. Doc. 086, 66th Cong.. March 12, 1920. Serial 7672 
Eeclassificatioii of Sjilaries Joint Hearing before the Committees 
on Civil Service, Congress of the United States. 62nd Cong. 
1st sess,, Eelativc of Eeclassification of Salaries, May 17 to June 
16, 1921 

Eeclassification of Salaries. Hearings before the Sub-Committoe of 
the Committee on Appropriations, U. S. Senate, on H. E. 8928. 
A Bill to Provide for the Classification of Civilian Po.sitioiis 
within the District of Columbia and in the Field Service, 1922 
Eeclassification of Salaries in the Federal Service. A Brief Prepared 
for the National Federation of Federal Employees by Eobert 
Moses and Morris B. Lambic, 1920 
Report of the Senate Committee on Civil Service and Retrenchment 
on the Eeclassification of Civil Service Employees. S. Eep. 486. 
67th Cong., February 3, 1922 Serial 7960 

The Law and the Personnel Classification Board: Speech of Hon. 
Frederick E. Lehlbach of New Jersey (Chairman of the 
Committee on Civil Service in the House of Bepresentatives) 
February 12, 1924 

This speech, as reprinted in pamphlet form, contains a valuable 
memorandum on the work of the Personnel Classification Board 
prepared by Mr. Lewis Meriam of the Institute for Government 
Eesearch 

Of periodical article mention may be made of; 

The Classification of tlio Statistical Employees of the United States 
Government at Washington, by Lewis Meriam. Quarterly 
Publication of the American Statistical Association, Vol. 17, 
September, 1920 

The Classification and Compensation Plans for the Postage Service 
of the United States, Public Personnel Studies, November, 1925 
The Classification and Compensation of Some 100|00() Positions in 
the Federal Service of the United States Excepted from the 
Provisions of the Personnel Classification Act, Public Personnel 
Studies, March, 1920 
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Classification of Personnel: States. The chief source of infor¬ 
mation regarding the movement for the classification of personnel 
by the stales is the reports of the official commissions and other 
bodies which investigated the subject or have undertaken the actual 
work of classification. The following is believed to be a substantial 
complete list of such reports in so far as they have been published: 
Illinois 

Class)/ication of flie Ttlinois Civil Service, Springfield. Comprising 
Sclicdiile AA of tlio Rules of the State Civil Service Commission 
In Kffect April 19,1918, Vol. 1 of Rules of Commission, 1918 

Massachusetts 

Report of the Special Committee of the Executive Council on the 
Standardizalion of Salaries* in the State Servic e. Adopted hy 
the Council and submitted to the General Court of 1918. 
Boston, 1918 

Specifications and Rules for Classification of Personnel Service of 
the Commonwealth of Massachusetts. Issued by the Supervisor 
of Administration by Authority of Chapter 228 of the General 
Acts of 1918. Boston, 1919 
New Jersey 

Report on Reclassification and Salary Standardization of the 
Personnel Service in the New Jersey State Government, by 
J. S. Jacobs and company 1917 

New York 

First Report of the Committee on Civil Service of the Senate of ihe 
State of New York Appointed to Investigate the Civil Service 
of the State with Particular Reference to Salaries, Grades and 
Duties of Oflicers and Employees, March 27,1916 

North Carolina 

First Report of the Salary and Wage Commission Regarding 
Standard Wages, Salaries, and Conditions of Employment Re¬ 
commended for Positions in the Non-Institutional Depirtments 
and Agencies of the State with Headquarters at Raleigh, 
October, 3, 1925 

Ohio 

Standard Specifications for Positions in the Classified Service of the 
State of Ohio. State Civil Service Commission of Ohio, Columbus 
1917 

Virginia 

Report on the State Personnel Situation in Virginia to the General 
Assembly, by Governor E. Lee Trinkle. Sen. Doc. No. 1, 1926 

Following is a list of recent contributions to periodicals deal¬ 
ing with the classification of personnel of particular slates: 

Development and Administration of Classification and Compensation 
Plans in New Jersey, by Charles P. Mossick. Annals of th * 
American Academy of Political and Social Science. Vol. 11.^, 
May, 1924 

The Development and Administration of Classificntion and Compensa¬ 
tion Plans in the State of New Jersey, by Charles P. Messick 
and Fred Telford, Public Personnel Studies, April, 1925 
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The Policiog and Procedure Involved in Developing a Compensation 
Plan for the Massachusetts State Service, Public Personnel 
Studies, December, 1020 

The Classification Plan for the Massachusetts State Service, Public 
Personnel Studies, January, 1927 

Pennsylvania Classifies Her Emplo 3 ’’oes, by Clyde L. King and 
Bichard Lansburgh, National Municipal Eeview, Vol, 13, January, 
1924 

Classificalion of Positions and Salaries in the Service of the State 
of Pennsylvania, Kichard Lansburgh. Annals of the American 
Academy of Political and Social Science, VoL 113, May 1924. 

Classification of Personnel: Cities. Following is a list of 
official reports and articles dealing with ihe matter of the classifi¬ 
cation of personnel in particular cities: 

Buffalo 

Salary Standardization Ordinance of the City of Buffalo. Effective 
July 1, 1918. 

Detriot 

Official Classification of Positions in the Munic ipal Government of 
Detroit. Prepared by the Civil Service Commission, 1921 

The Detroit Classification and Salary Standardization Study of 1024. 
by Fred Telford and Frff»«*»'0. Everett, Publie Personnel Studies, 
March, 1925, special ern. 

Milwaukee f the centra 

Standardization of Salaries. unctions,ity of Milwaukee. Beport of 
the Milwaukee Bureau uiTfipal Besearch, November 4,1913 

Beview of Movement for Standardization of Puldie Employments 
and Appraisal of the Proposed Salary Standardization Plan for 
the Milwaukee City Service#.by J. L. J.acobs, Chicago, 
1910. 

Classification and Standardization of Personnel Service and Sum- 
iiiary Distribution and^Comparative Salaries of Offices and 
Positions in the Milwaukee City Government with Constructive 
Becomniondiitions, and Begulatioiis for Positive Employment 
Administration, Prepai ed at the Bequest of the Milwaukee Board 
City Service Commissioners by L. J. Jacobs and company, 
Chicago, 1917. 

Minneapolis 

Beport on the Classification of Positions and Schedules of Compen¬ 
sation, City of Minneapolis, Including Standard Classification 
and Speciffcations of Duties, Qualifications, Lines of Promotion 
and Suggested Salaries and the Beclarsilication of Existing 
Offices and Positions with Other Constructive Becommendations 
on the Personnel Service. Prepared on the Authorizations of the 
Joint Salary Survey Committee of the Board of Estimate and 
Taxation and the Civil Service Commission by J. L. Jacobs and 
coraimny. Chicago, June, 1922. 

Beport of Committee on Standardization of Salaries and Grades. 

Board of Estimate and Apportionment, City of New York, 
December, 26, 1913. 
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Standard Specifications of Personnel Service. Proposed by tlie 
Bureau of Standards for the Board of Estimate and Apportion¬ 
ment of tlie Cit}' of the New York, June, 1016; also a 1017 edi¬ 
tion prepared by Bureau of Personnel Service. 

New York City Service Commission, Buies and Classification as 
Descrilied and Established December 4, 1903, with Amendments 
to Sojjtcmber 12,1921... .The General Hogiilations of the Com¬ 
mission: The Civil Service Law, New York, 1921. 

PhiladelpJiia 

Classification of Positions in the Classified Service of the City of 
Philadelphia, with Schedule of Compensation. Approved by 
the Civil Service Commission, October, 1920. Philadelphia, 
1920. 

St. Louis 

Classification and Standardization and Description of Duties of Posi¬ 
tions in the Classified Service of the City of St. Louis. Eliiciency 
Board of St. Louis, 191«. 

Laws and rules governing Efficieney Board Classificatioii and Stand¬ 
ardization and description of duties and positions in the Classi¬ 
fied Service of the City of St. Louis, Efficiency Board of St. 
Louis. 1924. 

St. Paul 

Standardizing Salaries. Eeport f 4 tr*CiviJ Service Bureau of 8t. Paul 
by J. B. Probst, Chief .Vhy 1917 C’/iI Service Bureau of St. 
Paul, 1922. 

SanVeigo Ittee on C. 

Buies (Including Classificati(fn/:ed Hhe Civil Service Commission 
City of San Diego, California, 1923. 

Classification of Personnel: Canada. Exceptionally careful 
studies have been made of the problems of the classification of the 
public personnel of Canada. The results of these studies are to 
be found in the following documents^ 

Eeport of Transmis.sion to Accompany the Classification of the 
Civil Service of Canada Describing the Schedules for the Classi¬ 
fication of Positions and the Standardization of Compensation 
Explaining Their Needs, Basis and Use and the Method of Their 
Prepar.ation and Including a Discussion of the Problem of Per¬ 
sonnel in the Civil Service of Canada with Becommendations for 
a Comprehensive Employment Policy and Plan, by Arthur Young 
and Company. Ottawa, 1919. 

The Classification of the Civil Services of Canada Showing All Class¬ 
es Alphabetically Arranged with Definitions, Qualifications, 
Principal Lines of Promotion and Compensation. Authorized by 
the Parliament of Canada and Prepared under the direction of 
the Civil Service Commission, by Arthur Young and oomp.any, 
Ottawa, 1919. 

The Civil Service of Canada. First and Final Eoports of the Special 
Committee House of Commons of Canadian Parliament Ap¬ 
pointed to Inquire into the Operation of Chapter 12, 8-9, George 
V. All Act BcspectJng the Civil Service of Canada, etc. Ottawa 
1923 (House of Commons Journals, Vol. (30, 1923. Appendix 
No. 5) 
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Official Report of the Evidence Taken by the Special CominittGe Ap¬ 
pointed to Inquire into the Operations of Chapter 12, 8-9 George 
V. An Act Respecting the Civil ServifO of Canada, Ottawa. 
1923. (Including in preceding item) 

Civil Service Commission. The Classification of the Civil Service of 
Canadaj setting forth Classes of Positions and Bates of Com¬ 
pensation for Each Class, Rovisnl to September 1, 1023, Ottawa, 
1923 

Organization and Work of Central Personnel Services. 
Much the best consideration of the problems and work of central 
personnel agencies is to be found in the volume. The Merit System 
in Government: Report of the Conference Committee on the 
Merit System.” Bureau of Public Personnel Adminislralion, pub¬ 
lished by the National Municipal League, 1926. The Conference 
Coinmitlee making this report embraced representatives from all 
the leading organizations,' official and private, having to do with 
matters of public personnel administration, and the object sought 
was to reach an agreement upon policies in respect to public per- 
sonnnel administration. The report is given over largely to a draft 
of a model personnel administration act, with comments upon its 
provisions. When agreement could not be reached, alternative lines 
of action were indicated. Especial emphasis is given to the con¬ 
sideration of the character of the central agency that should be 
provided, its legal status and functions. 

Among recent articles bearing upon the organization and work 
of central personnel agencies may be mentioned the following: 
•‘Saving Dollars and Energy by Personnel Research. An Investi¬ 
gation in the Interest of the Postal Service,’’ by L. J. O’ Rourke, 
Journal of Personnel Research, Vol. 4. January and February, 
1926; “The Personnel Agency as an Integral Part of Public Admi¬ 
nistration,” by Charles P. Messick, Public Personnel Studies Janu¬ 
ary, 1927; “A Draft of a Short Act to Create a Public Personnel 
Agency,” Public Personnel Studies, February, 1927; “The Con¬ 
tent, Design and Use of the Roster Card,” Public Personnel Studies, 
August, 1925; “The Files and* Records of a Public Personnel 
Agency.” Public Personnel Studies, July ]925; “The Poli¬ 
tician as a Personnel Manager: The Cost to the Taxpayer.” by 
Leonard D. White. Annals of the American Academy of Political 
and Social Science, voL 113, May “The Organization and 

Work of New Jersey State Civil Service Commission,” Public 
Personnel Studies, June, 1927; and Needed Personnel Legisla¬ 
tion, Federal and Local,” by Fred Telford, Public Personnel 
Studies, June, 1927. 

Seryice Rating System. For information regarding the problem 
of devising and operating systems for determining the efficiency 
of public employees in performing their work, recourse must be 
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had to the annual reports of civil service commissions, proceedings 
of the National Assembly of Civil Service Commissions, the publi> 
cations of the National Civil Service Reform League, and the 
like. Specific reference, however, may be made to the annual 
reports of the United States Bureau of Efficiency, which devote 
considerable attention to the establishment of efficiency rating sys¬ 
tems in the national government and t^ the **Report on Methods 
of Keeping Efficiency Records of Employees in the National 
Bank Redemption Agency of the Department of the Treasury,* ’ 
contained in Report of the President’s Commission on Economy 
and Efficiency (H. Doc. 12.>2. ()2d Cong., January 8. 1913). The 
subject has also been handled in the following articles appearing 
in periodicals. 

Soc.urijig Competency in Bank Examiners, l*y Better G. Cfimeron 
Aniialn of the American Academy of Politica] and Social Science 
Vol. 113, May, 1924 

The Principles Involved in Securing Service Patings as Exemplified, 
in a Large Bank, hy Forrest A. Kingsbury, Public Personnel 
Studies, March, 1925 

A Method of Rating Employees for Promotion and Force Reduction, 
by Warren G. Bailey, Public Personnel Studies, 8cptem?)cr, 
1925 

A Service Rating Plan Used in Appraising the Qualifications and 
Work of Employees, l»y Warren G. Bailey, Public Per.sonnel, 
Studies, March, 1920 

Service Ratings for Employee.s in Public Utility Industries, by War¬ 
ren G. Bailey, Public Personnel Studies, August, 1920 

Service Ratings for OfTicc Employees, by Fred Telford American 
Management Association, 1926 

Recruitment Technique. The civil service commissions have 
always had to concern themselves with the technical problem of 
devising and applying tests for the recruitment of public personnel. 
Their reports and tests consequently represent the primary source 
of information regarding this phase of personnel administration. 
The development within recent years of the idea of testing intelli¬ 
gence or capacity, as distinguished from possession of information, 
and of giving greater weight to such factors as experience and 
personnel characteristics, has tended to change materially the char^* 
acter of the criteria used in making selections, and this change has 
resulted in the appearance of studies of the character of tests that 
should be employed. The most valuable studies of this kind are to 
be found in **Public Personnel Studies,’* published by the Bureau 
of Public Personnel Administration, Washington, D. C. The files 
of this periodical contain a large number of suggested tests for 
particular positions and also a certain number of papers of a more 
general character. Among the latter may be mentioned: **Intelli- 
gence Tests in the Civil Service,*’ by L. L. Thurston, October, 
1923; “The Value of Photographs and Handwriting in Estimating 
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Intelligence,” by Katharine Omwake, January 1925; “The Rela¬ 
tion of Abstract Intelligence to Ability to Spell,” by Katharine 
Omwake, July 1925; “The So-called Guessing Element in Written 
Tests,” October, 1925 ; “Methods of Selecting Employees to Fill 
High Grade Positions in the Public Service.” March-April, 1924; 
“A Method of Rating the History of Achievements of Applicants 
for Positions,” July, 1925; and “Teacher Examining and Related 
Work in Some Eastern States and Cities.” by J. B. Sullivan, April, 
1925. Following are articles in this field appearing in other peri¬ 
odicals;^ “Progress in Civil Service Tests,” by Herbert A. Filer, 
Chief Examiner, U. S. Civil Service Commission, and L. J, 
O’Rourke, Journal of Personnel Research, March, 1923, reprinted 
as a pamphlet by the Civil Service Commission; “Employment 
Tests in the Public Service,” by Albert S. Faught. Annals of the 
American Academy of Political and Social Science, Vol, 113, May, 
1924; and “The Hire of Fireman,” and Policemen,” by William 
C. Beyer, Annals of the American Academy of Political and Social 
Science, Vol. 113. May 1924. The work of Filer and O^Kourke 
in this field is set forth in recent annual reports of the United 
Stales Civil Service Commission. 

Training of Public Employees. Due to the fact that compara¬ 
tively little has been done in the Uikiled States in the way of train¬ 
ing persons especially for the government service or employees 
after-lhey have entered the service, the literature on the subject is 
not great. Following is a list of contributions bearing on this 
subject. “Reports of the Committee on Practical Training for 
Public Service,” American Political Science Association, Proceed¬ 
ings, 1913 and 1914: “The Public Servant,” issued monthly by 
the Society for the Promotion of Training for Public Service, 
Madison. Wis., February, 1916-April, May, 1917 ; Columbia Uni¬ 
versity. “Report of the Committee on Training for Public Service,” 
March 27, 1915; “Training for Municipal Service,” Municipal 
Research, No. C8, December, 1915; “Training School for Public 
Service, Bureau of Municipal Research, New York City,” An¬ 
nouncement, 1911, and annual reports; ‘‘Service Schools for Fed¬ 
eral Employees.” Letter from Chief of the United States Bureau of 
Efficiency. Transmitting in Response to Senate Resolution of 
January 7, 1920, Report on the Desirability of Establishing a 
Training School for Federal Employees in the district of Columbia, 
Sen. Doc. 246. 66th Cong., March 3, 19-0, Serial 7671. 

Civil Service Relirement Systems. Much the most valuable 
consideration of the whole problem of pensioning or providing for 
the relirement of public employees and of the more special problem 
of the retirement of teachers in the public schools is to be found in 
the two volumes: “Principles Governing the Retirement of Public 

80 
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Employees.” by Lewis Meriam, Institute for Government Research, 
Principles of Administration, 1918, and “Teachers’ Pension 
Systems in the United States,” by Paul Sludensky, Institute for 
Government Research, Studies in Administration, 1929. Both of 
these volumes contain valuable bibliographies, in which arc listed 
all of the more important reports giving the results of official 
investigations. 

A great deal of attention has been paid to the problem of devis¬ 
ing proper retirement systems by the Carnegie Foundation for the 
Advancement of Teaching and the subject is fully discussed in the 
annual reports and bulletins of that body. A more general con¬ 
sideration of the desirability of establishing systems for the retire¬ 
ment of public employees is to be found in the publications of 
the National Civil Service Reform League. 

In addition to the reports and other writings cited in the two 
volumes by Mr. Meriam and Mr. Studensky, mention should be 
made of the following; “Report of the Illinois Pension Law? Com¬ 
mission.” 1917; “Report of the Illinois Pension Laws Commission, 
3918-1919, a Proposed Standard Plan for a Comprehensive and 
Permanent System of Pension Funds,” 1919; “Report of the New 
York Commission on Pensions,” 1920; “Report of the Milwaukee 
Peiu= ion Laws Commission” 1920; “Report of the Massachusells 
Joint Special Committee on Pension,” 3921. Special Report on 
the Cost of Retirement Systems for State and County Employees 
in Massachusetts” by Stale Bureau of Statistics, 3911; “Report of 
the Pensions and Retirement Fund Commission, New Jersey, Ap¬ 
pointed under the Joint Resolution approved March 129, 1917.” 
1918; and ‘‘A Sound Policy for Municipal Pension.” Report of the 
Bureau of State Research of the New Jersey State Chamber of 
Commerce, Newark, N. J., Slate Research Section, In “New 
Jersey,” No. 8, May 1919* 

A recent periodical article on the subject is; “Retirement Sys¬ 
tem and Morale in Public Service,” by H. H. Baish. Annals of 
the American Academy of Political and Social Science, Vol. 113, 
May, 1925. 

Civil Service Ketirenient Sytem of the National Govern¬ 
ment. Information regarding the civil service retirement system of 
the national government will be found in the following documents; 

• Superannuation in Classified Civil Service.” Committee on De¬ 
partmental Methods (Keep Commission) 1908; “Hearings before 
the Committee on Reform in the Civil Service of the House of 
Representatives, Retirement Fund for Superannuated Employees 
in the Civil Service, March 10 to April 13, 1908;” ^‘Savings and 
Annuity Plan Pioposed for Retirement of Superannuated Civil 
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Service Employees/* by Herberl. D. Brown (S. Doc. 7 )5, (ilsf 
Cong,, (1911) ; “Retirement Irom tlie Classilied Civil Service of 
Superannuated Employees.” Message from the President, Trans¬ 
mitting Report of the Commission on Economy and Efficiency on 
the Subject of Retirement from the Classified Civil Service of 
Superannuated Employees (H. Doc, 7^2. f>2nd Cong., 1912); 
‘•Retirement of Employees in Classified Civil Service”: Hearings 
before the Senate Committee on Civil Service and Retrenchment, 
(i5th Cong. 2nd sess., August 28, 1913; Annual reports of the 
Commissioner of Pensions; the six annual reports of the Board of 
Actuaries of the Civil Service Retirement and Disability Fund, 
1921-1926; “Handbook containing Abstract.s of Decisions and 
Opinions and Rules of Procedure Relating to the Retirement Act 
of May 22, 1929, and Amendments,” published by Pension Office 
and prepared under the direction of Washington Gludden, Com¬ 
missioner of Pensions, by John S. Beach, Chief of Retirement 
Division, and Marshall V. Andrews, Reviewer Retirement Division, 
1933; and “Retirement of Federal Employees/* Joint Hearings 
before the Committees on Civil Service, January 14-17, 2J-23, 
1924. 

The report of the Economy and Efficiency Commission mention¬ 
ed above contains as appendices three interesting reports by Herbert 
D. Brown on the civil service retirement systems of Great Britain, 
New Zealand and New South Wales, which had previoa.sly been 
published as Sen. Docs. 290 and 420, 61st Cong., 1910. For addi¬ 
tional references to early material, see bibliography in Meriam’s 
“Principles Governing the Retirement of Public Employees,” men¬ 
tioned under the heading “Civil Service Retirement Systems.’* 
A recent article of interest is “The Federal Civil Service Retire¬ 
ment Law,” by John T. Doyle. Annals of the American Academy 
of Political and Social Science, Vol. 113, May, 1924. 

Personnel System of Great Britain. Detailed information 
regarding the British personnel systems is contained in the annual 
reports of the Civil Service Commissioners and the reports of 
special parliamentary enquiries. An excellent li.^^t of these reports 
is given in the “Bulletin of the British Library of Political Science,” 
London School of Economics, No. 2 April, 1913. As this publica¬ 
tion is not readily available, the official Publications there given 
are listed below: • 

Pj\I)crs Respecting tlic East India Company's Charters 5 parts, 
18^.3 

Report from the Select Committee on Miscellaneous Expenditure 
(House of Commons, No. 543), 1848 

Reports .and Papers on the Reorganization of the Permanent Civil 
Service, 2 parts, 1854-55 
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Ilauftnrd’s P.-ivliamcutary Debates. 1854, Vol. CXXXI, March 13; 
and lS5fb Vol. CXLI, April 21 

Papers Originally Printed in 1850 Respecting the Emoluments of 
Persons in the Permanent Employment of the Government. 
London, 1850 

Report on the Organization of the Permanent Civil Service, 
t(»getl»er with a Letter from the Rev. B. Jewett, ]854 
Reports of Committees of Inquiry into Public OfTices and Papers 
Oonijocted Therewith. London, 1800 
Report of Select Committee on Civil Service Appointment, 1800. 
(lloiise of Commons. No. 440) 

Three Itoports of Committee on Civil Service Expenditure, 1873. 

(House of Commons Nos 131, 248, and 352)* 

Report from Select Committee on Civil Servi«*.e Writers, 1873 
The Selection 'ind Training of Candidates for llio Indian Civil 
Service. (0. 14-10) 1170 (Contains Lord MacaulayReport) 
Three Reports of the Civil Service Inquiry Commission. (Lord 
Playfair, C. 1113 and 1113-1, 0.1226,0.1317, and C. 1414) 
1875,70 

Four Reports of the Royal Gonimission Appointed to Inquire into 
the Civil Establishments of the Different OtTices of State at 
ITome and Abroad. (Lord Ridley’s Commission, C. 5226, C. 
5r545, O. 5748, and C. 0172) 1887,90 
Report frojn tlio Select Committee on Post Office Servants. (The 
Hobhouse Commission. House of Commons. Nos. 266 and 380) 
1907 

Civil Service Commission, Orders in Council Notices in the 
‘‘JjOTidou Gaz(‘tte,^» etc., Relating to Examination for the 
Home Civil Service, the Army, the Civil Service of India, 
1909 

Roy;il Commission on the Civil Service. (Cd. 6209-10 Cd. 6534-35) 
3912 

Order in Council, dated January 10, 1910, Relating to the Civil 
Service 

Annual Reports of II, M. Civil Service Commissioners, especiallv 
1856 (first Report). 1871 (C. 445), and 1905 (Cd. 2656) 

Annual Estiniotcs for the Civil Service and Appropriation Accounts 

For an excellent account of the movement for civil service 
reform in England, see Dorman B. Eaton’s well-known work, 
“Civil Service in Great Britain: A History of Abuses and Reforms 
and Their Bearings upon American Politics,” 1880. The author, 
while Chairman of the United States Civil Service Commission 
under President Hayes, spent a year in London at his own expense, 
studying the civil service question. The results of his studies were 
transmitted to Congress in the form of a report that was published 
as a House Document in 1879. This report was later republished 
by Harper and Bros., both in book form and as an issue in their 
“Franklin Square Library.” * 

A more recent work dealing with British conditions is “The 
Civil Service of Great Britain,” by Robert Moses, Columbia Stu¬ 
dies in History, Economics and Public Law, 1914. In this work 
emphasis is placed on the success of the system of competitive 
examination and the parallel with the United States, 
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A work of great value dealing with a special phase of the per¬ 
sonnel problem is "Colonial Civil Service,** by A Lawrence Lowell, 
1900, which describes and discusses the system of selecting and 
training colonial officers in England. Holland, and France. 

Another work, "1 he Development of the Civil Service: Lec¬ 
tures Delivered before the Society of Civil Servants, 1920-‘21,” 
London. 1922, with preface by Viscount Haldane, throws light 
upon certain special aspects of the British personnel system. Men¬ 
tion may also be made of "Pitman's Civil Service Guide: How to 
Enter His Majesty's Civil Service. A Popular Description of the 
Ordinary Government Appointments with the Regulations. Age 
Limits and Previous Examination Papers,” by A. J. Lawford Jones, 
London (undated); "The Fixing of Wages in Government Em¬ 
ployment,” by E. Colston Shepherd. London, 1923; "An Organiz¬ 
ed Civil Service,” by Viscount Haldane, journal of Public Admi¬ 
nistration, Vol, 1 January, 1923. 

Public Material or Supply Administration : General. There 
is an abundant literature dealing with the problems of material 
or supply in private business. The only work dealing with this 
problem as concerns government is "Principles of Government 
Purchasing,” by A. G. Ihomas, Institute for Government Research, 
Principles of Administration, 1919. The subject, however, is 
handled in a considerable number of the reports of the economy 
and efficiency commissions, in all of the city surveys, and in special 
publications of private government research agencies, list of which 
have elsewhere been given. Much of this consideration centres 
around the question of the desirability of providing for the cen¬ 
tralization of purchasing, a bibliographic note in reference to which 
follows. Reference should also be made to the two organizations. 
The National Association of Purchasing Agents, which acts as a 
central agency to advise purchasing officers and publishes a months 
ly entitled "The Purchasing Agents,” and the National Conference 
of Government Purchasing Agents, which publishes a "Bulletin, 
the first issue of which appeared in January, 1924. 

Material or Supply Administration of the National 
Government. No comprehensive investigation has ever been 
made of the whole system of material administration of the national 
government. Much the most valuable body of information bearing 
on this subject is that contained in the publications of the United 
States Bureau of the Budget, consisting of the following: Annual 
reports of the Director of the Bureau of the Budget, 1922-date; 
"Compilation of Principal Federal Statutes Relating to Public Con¬ 
tracts, Prepared by the Interdepartmental Board of Contracts and 
Adjustment,” 1922; "Report to the President by the Director of the 
Bureau of the Budget, Transmitting Reports of the Chief Co-ordina- 



G32 ' 


PRINCIPLES OF PUBLIC ADMINISTRATION 


tor. General Supply, and ihe Chairmen of the Co ordinating Board 
Established by Executive Order for the Co-ordination of the Routine 
Business of the Government,*' H>22 ; “Report of the President of 
the United Stales on Forms of Government Contracts,** December, 
1‘tlJ (Mimeographed Copy of Report issued by the Bureau of the 
Budget in 102 >) ; “Digest of Decisions on Contracts of the Comp¬ 
troller oi the I reasiny and Coiiiplroller General July 13, 1920, to 
January IS, 1022.*’ 1025; “Standardization of Government Con¬ 
tracts. Tentative Contract Forms Consisting of General Instruc¬ 
tions to Biclders, Invitations for Proposals, Proposal. Contract. 
Submitted by the Interdepartmental Board of Contracts and Ad- 
justnunls for C on>lructive Criticism and Suggestions,** 1022. 

Mention mc\y also be made of following: “Purcha.se of Depart¬ 
mental Stipplies,” U. S. Committee on Departmental Methods 
(Keep Commission), 1900; “Government Contracts.’* U. S. 
Committee on Departmental Methods (Keep Commission). 1907; 
“Lecture on Statutory Provisions Relating to Government Con¬ 
tracts,” Delivered before the Engineering School, U. S. Army, 
3908, by John Mason Brown, Pamphlet, Baltimore, Md., 1908; 
“Centralized Purchasing for the Federal Government, by A. G. 
Thomas, National Municipal Review, Vol. 13, Feb uary, 1924. 

Central Purchasing. A large part of the consideration of prob¬ 
lems of supply by economy and efficiency commissions centres 
around the question of the desirability of providing for a system 
of central purchasing. Much material of value can, therefore, be 
found in these reports. Of equal or greater importance are the 
annual reports of the organs cf general administrative control that 
have been established by the states and the central purchasing 
agencies that have been created by the states and municipalities. 
Of great value also is the consideration of the subject contained in 
the various city surveys. 

Numerous contributions on the subject are also to be found in 
the pages of the “National Municipal Review,*’ the “American 
City,” and other periodicals devoted to municipal affairs. The Civic 
Development Department of the Chamber of Commerce of the 
United States prepared a typewritten bibliography of central pur¬ 
chasing in 1923, which can probably be had upon request. 

Following arc some special reports and articles dealing with 
this subject: “Central Purchase and Distribution of Supplies for 
the City of New York and Legislative Measures to Make the Plan 
Effective,” by William A, Prendergast, Comptroller, March 1-5, 
1913; “A Proposed Method of Central Purchasing for the City 
of New York,” Bureau of Municipal Research, New York City, 
Manuscript, October, 1914; New York City* Mayor’s Central 
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Purchasing Committee, “Co operative Centralized Purchasing in 
the City of New York, Results of a Year’s Practical Test of Central 
Purchasing in the Mayor’s Department,” JDJf) : New \ork Stale, 
“Report of the Commission on Methods of Purchasing Materials, 
Supplies, etc.,’* transmitted to the Legislature February 4, !1918; 
Boston Finance Commission, “Rcpoit ol an Investigation into the 
System Used in Purchasing and Distributing Materials and Sup¬ 
plies,” January 16, 1915; State of Washington, “Report to the 
Adminisliativx Board Embodying the Methods and Results of the 
Division of Purchasing, Department of Business Control,” by 
W. J. Hays, Director, Department of Business Control, October 1, 
1922 ; Chicago Public Efficiency Bureau, “The Purchase of Sup¬ 
plies and Materials” (Contained in “Unification of Local Govern¬ 
ments in Chicago,” 1917); “Why the Administrative Boards and 
Department of the City of Milwaukee Should Combine Their 
Purchasing Power,” Milwaukee Citizens Bureau of Municipal 
Efficiency, Mimeographed manuscript 1917; ^‘Digest of Laws on 
State Purchasing Departments,” by William Webb and C. Eveleen 
Hathaway, New York State Libraryk* 1922 (Manuscript) ; “The 
Coming of Centralized Purchasing in State Governments,” by 
A. E. Buck. National Municipal Review. Vol. 9 (Supplement), 
February. 1920; “Modern Purchasing Stalls Well in San Fran¬ 
cisco.” by W, H, Nanry, National Municipal Review, Vol. 13, 
March, 1924; “Centralized Purchasing in Go\einiiicnls of the 
United Slates and Canada,” by Russell Foibcs, Annals of the 
American Academy of Political and Social Science. Vol. 113, 
May, 1924; “Municipal Purchasing and Inspection Methods,” by 
Ru.‘5sell Forbes, Illinois Municipal Review, Vol. 3, July-August, 
1924; “Centralized Purchasing in City Manager Municipalities,” 
by Ru.sseli Forbes. National Municipal Review, Vol. 13, November, 
1924; “Centralized Purchasing Agencies in Stale and Local 
Governments,” by Milton Conover, American Political Science 
Review, Vol. 19, February, 1925; “Results of Standardization of 
Supplies,” by P. G. Andrew, Annals of the American Academy of 
Political and Social Science, May, 1924; and “Operation of Cen¬ 
tralized Purchasing in New Jersey,” by Joseph M. Coyle, Annals 
of the American Academy of Political and Social Science, Vol. 
113. May. 1924. 

Standardization of Siiocifications. All general literature 
on the supply problem, and particularly that dealing with 
centralized purchasing, devotes much attention to the question of 
the preparation of standard specifications. Following are certain 
references to works and articles dealing specially with this 
subject: 
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Year Book of the American Engineering Standards Committee. 1926 
Handbook of Specifications for Commodities Purchased Out of Taxes, 
by A. S. McAllister, Engineer Physicist, U. S. Bureau of Stand¬ 
ards, Management and Administration, Vol. 8, May, 1924 
Results of Standardization of Supplies, by P, G. Agiicw, Annals^ 
Vol. 113, May, 1924 

Results of the Pennsylvania Plan for Standardization and Purchas¬ 
ing Suppl es, by Walter G. Scott, Annals, Vol. 113, May, 1924 
Standardization of Printed Forms and Stationery, by C. L. Barnum, 
Annals, Vol. 113, May 1924 

Standards Year Book, U. S. Bureau of Standards, 1927 


Financial Administration: General. There is no work in Eng¬ 
lish dealing in a comprehensive way with all features of public 
financial administration. Ihe so-called treatises on public finance 
have, without exception, been written as contributions in the field 
of economics rather than that of government as a branch of politi¬ 
cal science, ihe great bulk of their space is devoted to taxation 
and other sources of government revenue. As regards expenditure 
little more is given than a brief statement regarding the growth of 
government expenditures and social significance. These works 
can, however, be consulted for their incidental reference to matters 
of financial administration. The more important works of this 
character are; “The Science of Finance: An Investigation of 
Public Expenditures and Public Revenues,’* by H. C. Adams, 
lb98 ; “Problems of Public Finance.” by H, L. Lutz, 1924 ; and 
“Problems of Public Finance.” by Jens P. Jensen, 1924, The work 
of Adams gives some consideration to the problem of accounting 
and reporting, and what is said is direct to the point and of value. 
The work of Lutz and Jensen give a brief mention of the budget 
problem. A recent work dealing especially with the financial 
administration of cities is “Municipal Finance,” 192(i. by A. E. 
Buck, in collaboration with staff members of National In.slilute of 
Public .Administration. Another book of great value as furnishing 
the historical background to a study of the problem of financial 
administration of the national government is “Financial History of 
the United Slates,” by Davis R. Dewey, 8th ed. 1922. 

The modern movement for the improvement of methods of 
financial administration has largely centred around the two ques¬ 
tions of the establishment of a proper budget system and the 
reorganization of the system of accounting and reporting so as 
to make it conform to modern principles of accountancy, Most 
of the references to financial administration can, therefore, be 
given under one or the other of those two heads. 

Financial Statistics. No very satisfactory datST regarding the 
revenues and expenditures of governments for a long period of 
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years are available. For the national government reference may 
be made to “The Finances of the United States from 1775 to 1789 
with Special Reference to the Budget,’* by C. J. Bullock (Bulletin 
University of Wisconsin. 1895), and “Expenditures of the United 
States Government 1791-1907; General Revenues, Postal Revenue, 
Per Capita Expenditure,’’ Compiled by the Director of the Census 
for the Committee on Appropriations of the House of Representa¬ 
tives, 1908. lotals of cash income and outgo, classified under 
a few main heads for a period of years, are given in annual 
reports of the Secretary of the Treasury and are reproduced in 
part in the annual “Statistical Abstract,” published by the Depart¬ 
ment of Commerce. Statistics of collections of internal revenue are 
given in the annual reports of the Commissioner of Internal Reve¬ 
nue and in the “Statistical Abstract.” Statistics of the collection 
of customs dues, classified according to commodities, are given in 
the “Foreign Commerce and Navigation of the United States for 
the Calendar Year.” published by the Department of Commerce. 

Recent publications of great value arc: two reports of the 
Federal Trade Commission, “Taxation and Tax-Exempt Income,” 
Sen. Doc. 148* 68th Cong,, 1924, and “National Wealth and 
Income,” Sen. Doc. 126, 69th Cong., 1926; and tv^'o reports by 
the National Industrial Conference Board, ^*Tax Burdens and 
Public Expenditures,” 1925, and “Cost of Government in the 
United States,” 1926. 

Among periodical articles dealing with the subject of the 
expenditure of the national government, mention may be made of 
“The Growth of Public Expenditures,” by C. A. Conant, Atlantic 
Monthly, V’^ol. 87, January, 1901; “The Growth of Federal Expen¬ 
ditures,” by C. J.. Bullock, Political Science Quarterly, Voi. 18, 
March, 19 3; “The Historical Development of National Expen¬ 
ditures,” by Herbert D. Brown, Proceedings of the Academy of 
Political Science, Vol. 9 July, 1921; “Expenditure and Revenues 
of the Federal Government,” by Edward B. Rosa, Annals of the 
American Academy of Political and Social Science, Vol. 95, May, 
1921; and “The Trend in Federal Expenditures,” by Charles P. 
White, Annals of the American Academy of Political and Social 
Science, Vol. 113, May 1924. 

The subject of the public debt of the national government is 
handled in the following works: 

R, A. Bayley, ‘^History of il»e Isatjonal Lo.tiis of tlio Ihiitcil 8latcs 
from July 4, 1776" to June i?0, 1880,” x>roparctl for tLe Tenth 
TJ. S. Census, and in “Statistics of Public Indebtedness,” 1881 
W. P. Beknighitf “History of Curreney, of Country and Loans of 
ilnited States from Karlicst Period to June 3(), 1806,” 1807, sup¬ 
plements Bnylcy work 
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Wm. Baymoud, “National Government Loans,*’ Boston, 1925, and 
^‘Our PubUc Debt,” New York, 1919 

For financial statistics of the states and municipalities the best 
sources of information are the publications of the United States 
Bureau of the Census. Efforts to secure and present data of this 
character were made in connection with the decennial censuses 
from 1850 to 1900 in the reports entitled ‘‘Wealth, Debt and 
Taxation,*’ and in annual volumes entitled “Financial Statistics of 
States” and “Financial Statistics of Cities,” and in the special 
publication “Wealth, Public Debt, and Taxation, 1922,” Much 
of the best private work on this subject is “The Post-War Expan¬ 
sion of State Expenditures.” by Clarence Heer, National Institute 
of Public Administration, Studies in Public Administration, 1926. 
Information of value is also to be found in the following official 
reports and periodical articles: “Stale Expenditures, lax Burden 
and Wealth,” New York Joint Committee on Taxation and 
Ketrenchmenl, February 11, 1926; “Debt of the Slate of New 
York, Past, Present and Future,” New York Joint Committee on 
Taxation and Retrenchment, March, 1, 1926; “The Cost of Gov¬ 
ernment of Wayne County, Michigan.” Public Business, Detroit 
Bureau of Governmental Research, Vol. 3, December 31,1924; 
“Budget Facts and binancial Statistics of Multnomah County 
(Portland) Oregon for 1924 (the annual report of the Tax Super¬ 
vising and Conservation Commission of Multnomah County. 1921) ; 
Biennial reports of the Minnesota Tax Commission; “Finance 
Statistics of the Amf?iican Commonwealths,” by E. A. Scligmaii. 
Publications of the American Statistical Association, New series, 
Vol. 1. December, 1889; “The Trend in Recent Slate Expendi¬ 
tures,” by Austin F. MacDonald, Annals of the American Academy 
of Political and Social Sceince, May, 1924; “The Trend in City 
Expenditures,” by Lane W. Lancaster, Annals of the American 
Academy of Political and Social Science, May 1924; “The Trend 
in County Revenues,” by Harry A. Barth, Annals of the American 
Academy of Political and Social Science, May, 1924 ; “Are We 
Spending Too Much for Government? I, The Trend of Federal 
Expenditures,” by J. L, Keddy, National Municipal Review, Vol. 
16, April, 1927, and “Are We Spending Too Much tor Govern¬ 
ment? II, State Expenditures: Has Their Upward Clinib Been 
Justified by Clarence Heer. National Municipal Review, Vol. 16. 
May, 1927. 

Budget System: National Government. Official material rela¬ 
tive to the budget system of the national government falls into two 
classes: that issued prior to the enactment of the “Budget and 
Accounting Act, 1921,” by which the budget systqn was established 
and having for its purpose to make known the need for the adop- 
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lion of such a system and the character that it should have; and 
that subsequently issued bearing upon operations under the system. 

The most important documents falling in the first class are: 
“The Need for a National Budget”, Message from the President of 
the United States Transmitting Report of the Commission on Eco¬ 
nomy and EfiBciency on the Subject of the Need for a National 
Budget, (H. Doc. 854, 62nd Cong., June 27, 1912); Message of 
the President of the United Slate? Submitting for the Consideration 
of the Congress a ‘‘Budget with supporting Memoranda and Re¬ 
ports”, prepared by the Commission on Economy and Efficiency 
(S. Doc. 113, G2nd Cong., February 26. 1913); “National Bud¬ 
get System”: Hearing Before the Select Committee on the Budget 
of ihe House of Reprer^entatives on the Establishment of aNi^lional 
Budget System, ()6th Congre. s. 1st Session 1919; “National Bud¬ 
get System, Rep'-it from the Select Committee on the Biidgcl 
(H. Rep. 362, 6 )th Cong., October 8, 1919)*’; and “National 
Budget System.” Changes in the Rule of the House. Report from 
the Select Committee on the Budget (H. Rep. 373. 66th Cong., 
October 11. 1919). 

Documents of the second class are; The Budget, transmitted 
to Congress in pursuance to the provisions of the Budget and 
Accounting Act, beginning with that for the fiscal year end¬ 

ing June 30, 1923; the Annual reports of the Director of the Bu¬ 
reau of the Budget, 1921-date; and Addresses of the President of 
the United States and the Director of the Bureau of the Budget at 
the Annual and Semi Annual Meetings of the Business Organiza¬ 
tion of the Government, the first of which was held June 29. 1921. 

Of private works the most comprehensive are the two vclumes 
by W. F. Willoughby, “The Problem of a National Budget”, Insti¬ 
tute for Government Research, Studies in Administration. 1918, 
and “The National Budget System: with Suggestions for its 
Improvement”, Institute for Government Research, Studies in 
Administration, 1927. Other works on the subject are : “Ihe First 
Year of the Budget”, by Charles G. Dawes, 1913, and “The 
Natural Budget System”, by Charles W. Collins (1917), the two 
volumes by Mr. Willoughby contain exceptionally complete biblio¬ 
graphies, and it is unnecessary, therefore, to repeat here the 
title there given. 

Slate Bud$;et Systems. The official literature showing the 
defects in the existing systems of the states and municipaiittes 
for the formulation and making provision for their financial 
needs and how these defects can only be remedied by the 
establishment of a properly devised budget system, is to be found 
chiefly in the reports of economy and efficiency commission, a 
list of which has been given. Official information regarding the 
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character and operations of budget systems actually established 
consist of the budgets themselves, the instructions, forms, etc., 
made use of by the agencies charged with the formulation of 
the budget, the messages of governors and reports of departments 
of finance and other agencies in the states exercising powers of 
general administration or supervision and control. 

The subject of budgetary reform in the stales has been handled 
in a number of workjS by private authors issued during the past 
few years. The lilies of these works are: “The Movement for 
Budgetary Reform in the Slates”, by W. F. Willoughby, Institute 
for Government Research, Studies in Administration, 1918; “Bud¬ 
get Making in a Democracy: A New View of the Btidgct,” by 
Edward A. Fitzpatrick. 1918; “ihe Budget and Responsible 
Government”, by F. A. Cleveland and A. E. Buck, 192(); ‘ Budget 
Making: A Handbook on the Forms and Procedure of Budget 
Making with Special Reference to States,” by A. E. Buck, 1921; 
“Handbook in Administration”, National Institute of Public Ad¬ 
ministration, 1921; * Financial Control in the Stales with Emphasis 
on Control by the Governor”, by H. H. Barth, 1923, and “Budget 
in American Commonwealths”, by E, E. Agger, 1907. Columbia 
University Studies in History, Economics and Public Law, Vol, 25: 
117-334. 

The works of Willoughby, Taylor, and Barth contain valuable 
bibliographies. In addition to the references there given mention 
may be made of the following: “The Development of the Budget 
Idea in the United Slates”, by A. E. Buck, Annals of the American 
Academy of Political and Social Science, Vol. 113, May, .1924; 
“The Budget”, by W. T. Donaldson, Assistant Budget Com¬ 
missioner of Ohio (Bulletin No. 6, Indiana Bureau of Legislative 
Information, 1916) ; “State Budget System in the United Stales” 
(Bulletin No. 2, Commission to Compile Information and Data 
for the Use of the Constitutional Convention, Massachusetts 
Constitutional Convention, 1917); “The Recent Movement for 
State Budget Reform, 19M-1917”, by F. W. Powell, Municipal 
Research, No. 91, November, 1917; “The Present Status of the 
Executive Budget in the State Governments”, by A. E. Buck, Na¬ 
tional Municipal Review, Vol. 8, August 1919; “Progress in Stale 
Budget Making”, by A. E. Buck, National Municipal Review, Vol. 
23, January, 1924; “Slate Budget Systems”, by Leonard P. Fox. 
Pennsylvania Chamber of Commerce, 1928, which gives an excel¬ 
lent summary of action by the stales in ihe way of adopting im¬ 
proved budgetary systems and a valuable appendix giving refer¬ 
ence to state budget laws and amendments; and “The Municipal 
Budget”, Publications No. 1, League of Minnesola Municipalities, 
1925, 
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Other references regarding the budget system in individual 
states in addition to those given in Willoughby, ‘‘A Movement lor 
Budgetary Reform in the States’’, are: 

California 

Tlie Governor's First Budget 

Transactions California Comnionwealtli Cliil), 1D23 
Illinois 

The Development of the Budget in Illinois 
By Omar H. Wright,, Director of Finance 

Proceedings of Academy of Political Science, Vol. 8j July, 1918 
Maryland 

The First State Execution Budget 

By Governor Emerson C, Harrington 

Proceedings of the Academy of Political Science, Vol. 8, July, 
1918 

M ussachusetts 

The Budget System as a Preventive Morisurc Against Public Extra¬ 
vagance 

By Benjamin Loring Young, 1924 

Beprintod from Proceedings of 17th National Tax Conference 
Evolution of the Budget in Massaeliusetts 
By Luther II. Giilick 
New Yorkj 1920 
New Jersey 

The New Jersey Budget Law 
By A. N. Piersou 

Proceedings of the Academy of Political Science, Vol. S, Juh'. 
1918 

Ohio 

Fiscal Control in Ohio 
By B. E. Miles 
Annals, Vol. 113^ May^ 1924 

Oklahoma 

The Final System of the State of Oklahoma 
By F. F. Blachly 

Studies in Government and Administration, University of Okla¬ 
homa Bulletin No. 3,1921 

The Executive Budget in the Light of Oklahoma's Experience 
By F. F. Blachly 

Southwestern Political and Social Science Quarterlj’, Vol. 2, 
June, 1921 

Government of Oklahoma 

By F. F. Blachly and M. E, Oatman 
Oklahoma City, 1924 
Some Problems of Oklahoma Finance 
By F. F. Blachly and M. E. Oatman 

Studies in Government and Administration, University of Okla¬ 
homa Bulletin No. 4, 1924 
Fiscal Control in Oklahoma 

By F F, Blachly and M. E, Oatman 
Annals, Vol. 113, May, 1924 
Pennsylvania 

Fiscal and Administrative Beorganization in Pennsylvania 
By Clyde L. King 

American Political Science Beview (Legislative Notes and 
Reviews, Vol. 17: 597-608,, November, 1923) 
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Pro)3idm8 in State ITinanee and Administration 

Pennsylvania State Chamber of Commerce, Harrisburg, Novem¬ 
ber 14, 1022 

Developing Budgetary Control in reintion to the State Institutions 
of Ponnsvlvan:a 
By C. n/Huiit 
Ainifila. Vol. 113, May, 1924 
Virpinia 

Virfiiiiia War Economy and Budget System 
B.v Leroy Hodges 

rrooeedings of the Academy of Political Scitnee, Vol. 8, July, 
H’lS 

The First Virginia Budget 
By A. E Buck 

NmIioomI Muuieipnl Review, Vol. 9, April, 1920 

Distioetive Fentures of the Virginia Budget System 
By Governor E. Lee Trinkle 

Governors' Conference, White Sulphur Si>rings, W. Va.., 1922 

Wis-o -ft( ft 

P.iide:et and Budget Mtiking 
Tly Govei nt*r 1^. L. Philipps 

N.itiou 1 Corifereii'-e of State Pfirehnsir.g Agents of the United 
Stv'ites. Mndisoii, Wis. 

Budget Systems: Municipalities. The literature on municipal 
budget systems is much less copious than that on state budget 
systems. The most valuable discussion of the problem is to be 
found in the two works by A. E. Buck, “Municipal Budgets and 
BiulgCi Making/* National Municipal League Monograph Series, 
1925, and ‘Municipal Finance,” 1926. Another work on the 
same subject, but much less valuable, is “Municipal Budget 
Making,** \jy R. Emmett laylor, Univcisily of Chicago Press, 
192 ;.. 

Oiher references arc ‘‘A Comparative Study of the Administra¬ 
tion of City Finances in the United States, with Special Reference 
to the 13jc]gel,’* by F. R. Clow, Publications of the American 
Economic Association, 3d Series, Vol 11, No, 4, November, 1901; 
and “Recent Progress in Municipal Budgets and Accounts/* by 
C. G. Righ'ior, National Municipal Review, Vol. 5, July, 1916. 

Accounting and Reporting System of the National Gov- 
erniiient. No compichensive description of ihe accounting and 
reporting system of the national government has ever been pub- 
li hed. Probably the mo.st thorough study of this system that has 
been made is thit made by the United States Congressional Joint 
Commission on Laws Organizing the Executive Departments, 
Organization, etc. (Dockcry-Cockrell Commission), 1893-1895. 
The reports of this commission are of special value, as they give 
the results of a thorough study of the system of financial admin¬ 
istration of the national government and were fjQjlowed by the 
enactment of various laws providing for importa^nl changes in 
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that system. Most of them were issued to accompany reports of 
House committees on bills providing for the effecting of the changes 
recommended. Practically all of them were also issued as Senate 
Documents. For an account of the work of this commission and 
a list of its reports, see G. A, Weber’s ‘‘Organized Efforts for 
the Improvement of Methods of Administration in the United 
States,'* Institute for Government Research, Studies in Administra¬ 
tion, 1919. 

The United States Committee on Dcpartmenlal Melhocls (Keep 
Commission) devoted a number of its reports to the subject of 
the accounting and reporting system of the governmeiil. These 
reports are: “Method of Rendering and Slating Account,*' 1906, 
“Cost Keeping in the Government Service,” 190b; ‘ Ashcmbling 
of Disbursing Officers* Cheques and Vouchers, etc,** 1907; and 
“Treasury Bookkeeping,’* 19u7. 

The President’s Commission on Economy and Efficiency, 1910- 
1913, likewise devoted considerable altcnlic n to the accounting 
and reporting system of the government, Most of the results of 
its studies were embodied in the series of “Circulars” issued by it, 
which were not transmitted to Congress aud were not, therelorc, 
published as public documents. For a list ol these circulars, see 
G. A. Weber’s “Organized Efforts for the Improvement of Meili- 
ods of Administration” above cited, Ihe report cnliiled ‘ Mes¬ 
sage of the President of the United Slates Transmiuing Reports 
of the Commission on Economy and Efficiency” (H. Doc. 670, 
62nd Cong., April 4, 1912) contains as Appendix No. 4, a report 
on “the Accounting Offices of the Treasury, with Recommenda¬ 
tions for the Consolidation of the Six Auditors/ Offices into One 
Office,” which gives a brief history of the accounting sysierii 17b9 
to 1894, comments on the work of the Dockeiy-Cockiell Commis¬ 
sion above mentioned, and includes a copy of the law organizing 
the accounting offices of the Treasury in accordance with the 
recommendations of that body. 

The Treasury Department has issued two pamphlets giving 
information on the accounting system of the government. These 
are: “Information Relating to the Accounting System of the 
United Slates Treasury Department. A Compendium of the Prin¬ 
cipal Statutes and Comptroller’s Decisions Relating to the 
Accounting Offices of the Treasury, Their Duties and Jurisdiction, 
to the Manager of Rendering and Settling the Public Accounts 
and to the Custody of Public Moneys by Public Officers.” com¬ 
piled by Robert S. Person, Auditor of the Treasury for the In¬ 
terior Department, Published by Division of Bookkeeping and 
Warrants ol the Treasury Department, 1905 and “The Account¬ 
ing System of the United States 1789 to 19^0,” prepared under 
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the Direction of the Chairman of the Committee on Auditing 
Treasury Department, 1911. 

Another source of information concerning the accounting and 
reporting system of the national government is the files of “The 
Government Accountant,** organ of the Association of American 
Government Accountants Washington, D. C., 1907-12. Contribu¬ 
tion to this periodical, which unfortunately suspended publication, 
are of special value since they consist for the most part of articles 
by officers of the government intimately acquainted with the 
inalters discussed, current comment on methods, changes etc. 
Among these articles, special mention may be made of: “The 
Disbuising Office. Its Operations aud Records,” by W. L. Soleau, 
Disbursing Officer of the Department of Commerce and Labour, 
Vol. 2, June, ] 908. *^The Routine of Making Deposits into and 
Obtaining Advances from the United States Treasury, ” by M. J- 
O’Reilly, Division of Bookkeeping and Warrants of the Treasury 
Department, Vol. 2, July 1908; “Relations which Should Exist 
between Administrative and Accounting Officers,” by R. S. Person 
Vol. 1, May, 1907; and “The Accounting Officer: Their Pro¬ 
per Administration,’* by W. S. Andrews, Former Auditor of the 
Treasury Department, Vol, 1, May, 1907. 

Information of value, from the historical standpoint at least, 
may also be obtained from “A Synopsis of the Commercial and 
Revenue System of the United States as Developed by Instructions 
and Decisions of the Treasury Department for the Administration 
of the Revenue Laws, Accompanied with a Supplement of His¬ 
torical and Tabular Illustrations of the Origin, Organization and 
Practical Operations of the Treasury Department and Its Various 
Bureaus in Fulfilment of that System,” by Robert Mayo, 2 
volumes, Washington, D, C., 1847. 

Finally, of course, information regarding the character of the 
financial statement and reports of the national government is 
to be obtained from the current reports having for their purpose 
to make known the financial condition and operations of the gov¬ 
ernment. These consist of: “The Budget,” transmitted annually 
to Congress by the President, the annual reports of the Secretary 
of the Treasury, including not only the report of the Secretary 
himself but also of other officers of the Treasury Department, 
.such as the Treasurer, Register, etc; the “Combined Statement 
of the Receipts and Disbursements, Balances, etc., during the 
Fiscal Year,” issued annually by the division of Bookkeeping 
and Warrants of die Treasury Department; the “Statement of 
the Public Debt,” issued monthly by the Treasury Department; 
and the “Daily Statement of the United States Treasury,” issued 
daily by the Treasujw Department. 
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In respect to proposals for improving the accounting and re¬ 
porting system of the national government, the best work is 
**Manual of Accounting and Reporting for the Operating Services 
of the National Government,” by H. P. Seidemann, Institute for 
Government Research, Studies in Administration, 1926. This will 
shortly be supplemented by a companion volume, to be issued by 
the Institute for Government Research, entitled “Manual ol Central 
Accounting and Reporting for the National Government. ” These 
two works will cover in a comprehensive way the whole problem 
of accounting and reporting of the national government. 

Accounting and Reporting System of the States and Mu¬ 
nicipalities. The only work dealing in a comprehensive way with 
the whole problem of accounting and reporting of the states and 
municipalities is “Principles of Government Accounting and Re¬ 
porting,” by Francis Oakey, Institute for Government Research 
Principles of Administration, 1920. This work sets forth the 
principles and practices in respect to accounting and reporting that 
should obtain and considers the actual forms of financial statements 
issued by the states and municipalities which have made the 
greatest progress in the direction of putting their accounting and 
reporting system upon a proper basis and points out wherein they 
are satisfactory or are subject to improvement. Another work 
dealing with the subject in a less thorough way is '‘Handbook of 
Municipal Accounting,” Bureau of Municipal Research of New 
York City,1913. The book “Chapters on Municipal Administra¬ 
tion and Accounting,” by F. A, Cleveland, New York, 1909, though 
not a treatise, contains many suggestions of value. The latest 
attempt to consider the character of financial data that should be 
published by slate governments and form of their presentation 
is a publication in mimeograph form by the Institute for Govern¬ 
ment Research of a “Draft Manual of Reporting Financial Data 
of the Stales.” prepared by the Institute for Government Research 
in Co-operation with the Committee on Uniform State Accounting 
of the National Association of Stale Auditors, Comptrollers, and 
Treasurers, 1926. Much the best manual of an accounting system 
in use is the “Manual of Accounting and Reporting for the Trea¬ 
surers” Officers of the City and County Governments of the Terri¬ 
tory of Hawaii,’^ Commission on Public Accountancy, 1927. A 
companion volume dealing with accounting of the Territorial 
Government of Hawaii is in preparation. Of accounting manuals 
prepared for particular cities, special mention may be n^de of 
“Manual of Accounting and Business. Procedure of the City of 
New York,’” Departmeht of Finance, City of New York, 1909; 
“Manual of Accounting, Reporting, and Business Procedure of 
the City and County of Philadelphia,’^ issued by Philadelphia De¬ 
partment of City Comptroller in Conformity with Existing Laws 

82 
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and Ordinances, 1917; and ‘^Outlines of Uniform System of 
Accounts for Municipalities and Handbook for Municipal Officers," 
by Walter R. Darby, Commissioner of Municipal Accounts, Trenton 
N. J., December, 1923. 

For a valuable list of studies of the municipal accounting system 
of particular cities, see Sarah Greer **A Bibliography of Public 
Administration," published by the National Institute of Public 
Administration, New York. The hies of the publication of the 
New York Bureau of Municipal Research ''Municipal Research" 
1915*1912, contain many contributions on the subject that can be 
consulted with profit. 

Uniform Accounting and Reporting in the States and Mu¬ 
nicipalities. The Bureau of the Census has taken the leadership 
in the movement to promote the adoption by the states and 
municipalities of a uniform system of accounting and reporting, 
and the best sources of information regarding that movement are 
the publications of that bureau. The problem is discussed in the 
annual "Statistics of State" and "Statistics of Cities." This 
Bureau has also held two conferences on the subject, the proceed¬ 
ings of which were published under the titles "Uniform Municipal 
Accounting." Minutes of a Conference Held in the City of Wash¬ 
ington, November 1920, under the Auspices of the United States 
Bureau of the Census, i901, and "Uniform Municipal Accounting." 
Proceedings of a Second Conference Held in the City of Wash¬ 
ington, February 13 and 14, 1906, under the Auspices of the 
United Stales Bureau of the Census, 1906. 

For information regarding the standardization of accounting 
and reporting by the municipalities of a particular state, see the 
publication of state officers and services having the function of 
supervising the accounting operations of municipalities and other 
local bodies. 

The two articles "Standardizing Governmental Accounts,’’ by 
Le Grand Powers, Government Accountant, Vol, 1, p. 254. Septem¬ 
ber, 1907f and "Uniform Municipal Accounting and Reporting,” 
by C. R. Woodruff, Government Accountant, Vol, 1, p. 468, 
February, 1908, give valuable data regarding the movement for 
uniform accounting and the development of the system of stale 
control over municipal and local accounting. The articles "State 
Supervision of Municipal Accounts,” by Wylie Kilpatrick, Na¬ 
tional Municipal Review, Vol. 12, May, 1923, is still more valu¬ 
able as bringing this information down to date. 

ClasBification of Expenditures by Character and Object. 
Primary information regarding the manner of classifying expendi¬ 
tures by character and object must be sought in the systems of 
classification that have been adopted by the state^^and municipali¬ 
ties as a feature of improving their budgetary and accounting pro- 
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cedures. An excellent consideration of the question, together with 
a criticism of existing systems of classification and a valuable 
bibliography of original sources of information is to be found in 
“Financial Control in the States, with Emphasis on Control by 
the Governor/* by I I. H. Barth, Philadelphia, 1923. The subject 
is also considered at length in “Principles of Government Account¬ 
ing and Reporting,’* by FVancis Oakey, Institute for Government 
Research, Principles of Administration, 1921. 

The system of classification employed by the national govern¬ 
ment is set forth in “Classification of Objects of Expenditure 
for Departments and Establishments of the Government of the 
United States,” United States General Accounting Office, Bulletin 
No. 1, May 11, 1922. 

The titles of some of the more important pamphlets giving the 
schemes of classification actually employed are given below (for 
other references, see the work of Barth above cited) ; Standard 
Code of Classification of Expenditures,” City of Cleveland, Office 
of the Department of Finance, Division of Accounts, 1914, and 
1915; “Objects of Expenditure Classification for the City and 
County of Philadelphia,” City Controller, April 1, 1914; “Classifi¬ 
cation of Objects of Expenditure.” City of Rochester, New York, 
City Comptroller, May, 1916; “Budget Classification and Rules 
of Procedure for the Offices of the Several State Departments 
for Filing Estimates of the Appropriations which These Depart¬ 
ments May Require for the Fiscal Year 19J 7-1918,” Legislative 
Reference Bureau, Illinois, 1916; “Directions for Preparing the 
1918 Budget, Organization Units and Functional Divisions Ex¬ 
pense Classification,” City Comptroller, Milwaukee, July 15,1917 ; 
“Budgetary Codes of the Sanitary District of Chicago,” by J. L. 
Jacobs and company, August, 1917; “Sub-classification of Expen¬ 
ditures of the Departments under the Civil Administrative Code,” 
prescribed by the Department of Finance, Illinois July 1, 1919; 
“Classification of Expenditures, Biennium 1921-1923,” Depart¬ 
ment of Finance, Nebraska; “Budget Classification for All Slate 
Departments, Bureaus, Divisions, Offices, Commissions and Agen¬ 
cies.” Budget Commission, South Carolina. 

Classification of Expenditures by Functions or Activities. 
In its reports “Statistics of Cities” and *'Statistics of States.” 
the Bureau of the Census gives tables showing the expenditures of 
these bodies by a classification approximating that of functions or 
activities. For the national government a very interesting state¬ 
ment of expenditures and functions was worked out for the first 
time and presented in The Budget, 1924, and continued in subse¬ 
quent Budgets. This statement showed expenditures classified 
from this standpoint each year during the period 1915 to date. 
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Custody of Public Funds. A thorough consideration of the 
whole problem of ihe custody of state funds can be found in “The 
Custody of Stale Funds,’' by Martin L. Faust, Nalional Institute 
of Public Administration, Studies in Public Administration, 1925. 
The subject is also excellently handled in the article “Interest on 
Public Deposits: a Phase of a Larger Problem,” by Frederick P. 
Gruenberg, Annals of the American Academy of Political and 
Social Science, V’ol. 113, May, 1924. 

Custody of Public Moneys of the National Governinent. In 
addition to the references given under the heading of “Accounting 
and Reporting System of the National Government,” the following 
deal specifically with the different systems that have obtained in 
the nalional government for the actual custody of public moneys: 

“The History, Organization and Influence of the Independent 
Treasury of the United States,” by David Kinicy, New ^ oik, 
1^93; “Work Performed by the Sub-Treasuries.” Report by the 
United States Bureau of Efficiency (H. Doc. ^(w. ()5lh Cong., 
January I91f^); “Methods of Keeping the Public Money of 
the United States.” by J. B. Phillips. Publications of the Michigan 
Political Science Association, Vol. 1V\ No. 3, December, 191)0; 
“Fiscal Functions of the Federal Reserve Bank by J. M. Chap¬ 
man, New York, 1923; and “Letter from the Secretary of the 
Treasury in Response to Senate Resolution of February 11, 
1913” ; “Change in the Method of Handling Government Receipts 
and Disbursements’* (S. Doc. 1103, C2nd Cong., February 
22,1913). 

Audit of Public Accounts. Notwithstanding its great impor¬ 
tance as a fundamental feature of public financial administration, 
the audit of public accounts has received comparatively little atten¬ 
tion either in the reports of economy and efficiency commissions or 
in private works. In respect to the national government, the 
important sources of information are: Darrell H. Smith, “Jhe 
General Accounting Office,” Institute for Government Research, 
Service Monograph No. 46, 1927; W. F. Willoughby, “The Legal 
Status and Functions of the General Accounting Office of the 
National Government.” Institute for Government Research, Studies 
in Administration, 1927; W. E. Hotchkiss, “The Judicial Work 
of the Comptroller of the Treasury,” Cornell University, 1911; 
Hearings of the Select Committee on the Budget, United States 
House of Representatives, 1919; Budget and Accounting Act, 
1921; and annual reports of the Comptroller General of the United 
States, 192]-date. 

Among periodical articles mention may be made of E. L. 
Renick, “The Control of National Expenditures,-’^Political Science 
Quarterly, Vol. 6. June, J891; F. H. Thompson, “The (Control of 
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National Expendilu es,” Political Science Quarterly, Vol. 7. Sep¬ 
tember. 1S92; C, W. Collins, “The Problem of an Independent 
National Audit,” Journal of Political Economy, Vol. 28, January, 
3920; O.R. McGuire, “Legislative or Executive Control over 
Accounting for Public Funds and the Accounting Officers of the 
United States and Judicial Precedents.” Illinois Law Review, Vol. 
39, March, 1925, and Vol. 20, January, 1926. 

Financial AdniiniBtration of Great Britain. Excellent mate¬ 
rial is available regarding the system of financial administration of 
Great Britain in reports of Parliamentary committees. The “Re¬ 
port of the Committee on the Receipt, Issue and Audit of Public 
Monies in the Exchequer, the Pay Office, and the Audit Depart¬ 
ment, 1(856-1857,” 2 volumes; “Report of Select Committees on 
National Expenditures of Pailiament,' ’ J9f2-Co; “Reports cl 
House of Commons Select Committee on Estimates,” 1912-dale 
and “Reports of House of Commons Select Committee on Na¬ 
tional Expenditure, ” 1917-date, arc mines of information. The 
annual financial reports of estimates as submitted by the Chancellor 
of the Exchequer and the Chancellor of the Exchequer \s budget 
speech give current information. As regards more technical fea¬ 
tures, the “Epitome of Reports from the House of Commons 
Committee on Public Accounts, 1857 to 1925 and of Treasury 
Minutes 1 hereon, with an Appendix,’* 3920, published in 3927 
and the “Reports of the House of Commons Committee on Public 
Accounts” since that dale are of great value. 

Among privately published works the most important are: 
“The Principles and Practice of the System of Control over 
Parliamentary Grant,” by Col. A. J. V. Durrell. Chief Paymaster, 
War Office, London, 1917 ; “Ihe System of Financial Administra¬ 
tion of Great Britain,” by W. F. Willoughby, W. W. Willoughby, 
and S. M. Lindsay, Institute for Government Research, Studies 
in Administration, 1917, “The Financial System of the United 
Kingdom,” by Henry Higgs, London, 3914; “The bysicm of 
National Finance,” by E. Hilton Young, London, l:i35; “National 
Economy: An Outline of Public Administration,” by Henry Higgs, 
1917 ; “Financial Reform,” by Henry Higgs. 1 924; “Parliament 
and the Taxpayer,” by E. H. Davenport, 3918; “The Finance of 
Governmant,” by John Waller Hills and Dorothea Colter Morison, 
1925; “A Primer of National Finance,” by Henry Higgs, 3919. 

Other works on the subject are: “The National Budget: The 
National Debt, Taxes and Rates,” by A. J. Wilson, London, 3 882; 
“Official Finance in Government Departments,” Edited by Herbert 
H. Bassett, London, 1933; “National Expenditure,” by Harold 
Cox, London, 1905; “National Expenditure Accounts and Audit,” 
by W. E. Snell, London, 1888; ‘‘The Exchequer and Control of 
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Expenditures/’ by R. G. Hawtrey, Oxford University, 1921; 
“English Public Finance from the Revolution of KiSS, with 
Chapters on the Bank of England/^ by Harvey S. Fisk, New York, 
1920; “National and Local Finance: Review of the Relations 
between the Central and Local Authorities in England, France, 
Belgium, and Prussia during the Nineteenth Centuiy.*’ London, 
19l(); “Report of the United Stales National Monetary Commis¬ 
sion on the Fiscal System of the United Stales, England. France, 
and Germany,’* National Monetary Commission, Washington, 
1910; “History of the Bank of England and its Financial Services 
lo the State,” by Eiigen von Philippovich, National Monetary 
Commission, Washington, i911. 

An excellent description in brief compass of the reporting and 
audit system of Great Britain is given in : “Parliamentary and 
Commercial Account,” by J. Hugget, Comptroller and Auditor 
General for Not them Ireland. London, 1923. and an equally 
excellent account of the internal organization and methods of 
operation of the B.itish Freasury is to be found in the “Memoran¬ 
dum on the Control over Staff Exercised by the British Treasury,’’ 
by Edward E Bridges, which appears in the report on the Civil 
Service of Canada by special committee, 1923, lo which refer¬ 
ence has been m:ide under the heading of “The Personal System 
of Canada/’ 

Police Administration. On the special problem of police 
administration the four best works are: “European Police 
Systems,” by Raymond B. Fosdick, New York, 1916; “American 
Police System,” by Raymond B. Fosdick, New York, 1920; 
“Police Administration; A Critical Study of Police Organization 
in the United Stales and Abroad.” by L. F. Fuld, New York, 
1909; and “American Police Administration; Handbook on Police 
Organization and Methods of Administration in American 
Cities,” by S. D. Graper, New York, 1921, 

Other works dealing with the detail operation of police systems 
rather than the problem of administration but which throw light 
upon the latter are: “The Policeman,” by C. F. Cahalane, New 
York, 1923, “Practices and Procedure,” by C. F. Cahalane, 
New York, 1914; “Our Police Protectors,” by A. E, Cortello. 
New York. 1885; “Policeman and the Public,” by Arthur Woods, 
Princeton, 1919; “Guarding a Great City.” by William McAdoo, 
New York, 1906; and “How to Become a Patrolman,” by J. J. E. 
O’ Reilly, New York, 1924. For current information regarding 
police matters, especially in New York City, the periodical “The 
Chief,” New York City, may be consulted. 

A recent work of great value dealing with the Tnovement for 
fhc cieation of a slate constabulary, is: “The Stale Police, 
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Organization and Administration,’’ by Bruce Snuth« New York, 
1925. 

School Administration. There is a vast body of litera¬ 
ture dealing with the problem of school administration. Much of 
this has to do with the actual management of schools rather than the 
administration proper of a school system, and thus falls without 
the scope of the present work. On the special problem of the 
organization and procedure of bodies having as their function the 
general administration of school systems, the primary sources are 
the annual reports or other publications of school boards, depart¬ 
ments of education, and like bodies. The most important material, 
however, from the standpoint of the student of administration, 
is the large number of “School Surveys” that have been made 
under various auspices and epecially those made by the General 
Education Board. This meterial is of special importance, since 
it gives description of a large number of school systems and also 
criticizes these systems and indicates wherein it is believed that 
they can be improved. For a list of these surveys up to 1920, see 
“List of References on Educational Surveys,” Library Leaflet 
No. 12, U. S. Bureau of Education, October, 1920. 

Among works of private authorship, the following are of espe¬ 
cial value as dealing with the problem of school administration 
from the broad standpoint: “Public School Administration: A 
Statement of the Fundamental Principles Underlying the Organiza¬ 
tion and Administration of Public Education,*’ by E. P. Cubberley, 
New York, Kev. ed., 1922; ‘‘The Administration of Public Edu¬ 
cation in the United States,” by 5. T. Dutton and D. S. Snedden, 
New York, 1912; “School Reports and School Efficiency,’’ by 
D. S. Snedden and W. H. Allen, New York, 1908; “Statistical 
Methods Applied to Education: a I ext Book for Students of Edu¬ 
cation in the Quantitative Study of School Problems,” by H. O. 
Rugg, New York, 1917 ; State and Country School Administra¬ 
tion,” by E. P. Cubberley and E. C. Elliot, New York, 1915; 
A Recent Progress in City School Administration,” by W. S. Def- 
fenbaugh, U. S. Bureau of Education, School Life, February, 
192‘j, Vol. b; and “Federal and State School Administration,” by 
W. A. Cook, 1927. 

A large amount of valuable information is, of course, contained 
in the publications of the Bureau of Education, Proceedings of the 
National Education Association, and the various journals devoted 
to school matters. 

Health Administration. For references on public health ad¬ 
ministration, see “Health Books,” American Public Health As¬ 
sociation, New York, 1923. 
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